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Company Profile

The CIVITAS BankGroup Mission is to:

¢ enhance shareholder value
¢ build strong customer relationships

e nurture officers and employees

by profitably marketing financial products and services to relationship-oriented small businesses

and consumers in Tennessee and contiguous states.

CIVITAS BankGroup, Inc. (OTC: CVBG), formerly Cumberland Bancorp, is a multi-bank holding
company headquartered in Franklin, Tennessee. Spanning much of Middle and West Tennessee,
our footprint includes five wholly-owned banks with 24 offices and $833 million in assets.
Serving over 50,000 customers, we cover twelve diverse counties including Williamson, Davidson,
Robertson, Sumner, Macon, Smith and Warren counties in Middle Tennessee and Shelby, Tipton,
Lauderdale, Gibson and Madison counties in West Tennessee. We also have two partner banks,

a high-tech “virtual” bank in Tennessee and a traditional community bank in southern Kentucky.
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Financial Highlights

(In thousands, except for per share amounts)

2003 2002

2001 2000 1999

Loans

Allowance for loan losses
Deposits

Shareholders’ equity

Assets

Net interest income
Provision for loan losses
Noninterest income
Noninterest expense

Net income

Net loans charged-off
Net earnings per share

Dividends per share

Assets
(in millions)
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$550,565  $526,215
8,414 9,062
671,636 592,998
54,741 45,473

833,320 711,878

25,199 24,205
(3,579) (6,800)
7,408 8,448
(27,332)  (25,104)

1,101 521

(4,227) (6,761)

0.07 0.04
0.06 0.06
Loans
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300 —
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$522,245 $507,217 $440,316
9,023 6,137 5,146
549,424 524,142 435,252
39,313 39,476 35,275

667,511 643,457 525,559

23,964 24,594 20,066
(6,377) (2,636) (1,623)
7,048 5,771 4,290

(24,408)  (21,132)  (17,109)

209 4,161 3,511
(3,491) (1,703) (641)
0.02 0.30 0.28
0.06 0.05 —
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Letter to Shareholders

Our company, Civitas BankGroup, can proudly report progress
in many areas, thanks to the concerted efforts of our

corporate family.

In 2003, our management priorities were twofold: first,
to strengthen our credit culture and, second, to build a
foundation for future growth and profitability. At the same
time, we needed to reduce the multi-dimensional impact of

problem loans.

In December 2002, we raised $5.4 million from the private
sale of our common stock. In August 2003, we added
$9.1 million through another private placement. Since the
end of 2003, an additional $850,000 was raised through the
exercise of stock options. Further, our employees participate
monthly in growing our capital through our retirement plan

and an employee stock purchase plan.

Future growth and profitability will come from two sources:
increased productivity of our current locations and new
locations. In early 2004, Cumberland Bank South received
regulatory approval for two new Williamson County branches
in downtown Franklin and Spring Hill. We also plan to merge
Cumberland Bank and Cumberland Bank South in 2004 to

create a single, strong, vigorous bank in Middle Tennessee.

We can see progress in the area of problem credits. In 2003,
provision for loan and lease losses declined to $3.6 million
from $6.8 million in 2002. Non-performing assets (non-

accruing loans and foreclosed properties) fell to $16.2 million

at year-end 2003 from a peak of $26.4 million at September 30,
2002. Further, the delinguency rate on loans was cut by

more than 70% during 2003.

Although much of management’s attention in 2003 was
centered on resolving credit quality issues and creating a
new and more conservative credit culture, we did experience

significant growth in some areas. Total assets increased

Our mission
is to enhance
shareholder value,
build strong
customer
relationships and
nurture officers

and employees.




From left to right:
Richard E. Herrington
President and Chief Executive Officer

John S. Wilder, Sr.
Chairman

Joel H. Porter |
Chairman, Executive Committee |

to $833 million at year-end, a growth of 17.0% from
December 31, 2002. Much of this asset growth came as a
result of leverage strategy facilitated by the addition of
new equity capital. Consolidated loan and deposit growth
rates were modest; however, loan and deposit growth
was particularly robust at Cumberland Bank South in

Middle Tennessee.

Net income in 2003 was $1,101,000, which is more than
double 2002’s net income of $521,000.

Regional and national economic factors are providing a better
environment for the resolution of our credit issues. Qur
industry is still burdened with historically low interest rates,
but we expect that the positive business trends in our region

will contribute to our progress.

Much of management’s effort over the last 15 months has been
the implementation of a disciplined, interactive planning
process. The initial steps included the development of a
mission statement and continuing objectives. An important
part of this process was the development of the Civitas Banking

Model. Key components of our “Rising Star” strategy are:

* Strong credit culture;

* Emphasis on developing low cost sources of funds;

* Decentralized customer decision making;

® Strong system of controls;

* Commitment to electronic banking;

¢ Commitment to “growing” our officers and
employees; and

® Lucrative, incentive-based compensation system.

QOur priorities in 2004 are (1) continue to build a strong
credit culture, (2) create economies of scale by standardizing
and centralizing operational procedures and product
administration, (3) enhance our banks’ images through the
development of our “Welcome Home” culture, and (4) build

a growth momentum for future years.

As we look to the future, two new tactics will evolve: first,
a growing commitment to mortgage banking opportunities
in our markets and, second, a close scrutiny of every location
and every line of business to insure that all of our activities

support the goal of enhancing shareholder value.

Our commitment to our ambitious plan is steadfast. An
important ingredient to our success is the continuing support
and patience of our investors, communities, officers and

employees, and customers. Thank you for your loyal support.

W“

John S. Wilder, Sr.

Chairman

%ﬁu@ﬂuﬁa}

Joel H. Porter

Chairman, Executive Committee

Richard E. Herrington
President and Chief Executive Officer

CIVITAS
3




Our Markets

Middle Tennessee

The Middle Tennessee area continues to grow in significance
for CIVITAS. Two of our banks, one partner bank and our
corporate offices are all located along the major growth

corridors of Interstates 65 and 40.

In 2003, two of the banks, The Community Bank and
Cumberland Bank, began the process of creating a unified
brand in Middle Tennessee. The Community Bank, which
consists of The Bank of Green Hills, The Bank of Brentwood
and The Bank of Franklin, changed its name to Cumberland
Bank South and is filing to merge with Cumberland Bank

and its nine offices.

Cumberland Bank South primarily serves the high income
areas of Williamson County and southern Davidson County.
With over $285 million in assets, Cumberland Bank South is
the Company’s fastest growing bank. In 2004, Cumberland
Bank South plans to apen new offices in historic downtown

Franklin and in the rapidly growing Spring Hill area.

With offices in rural areas north and east of Nashville,
Cumberland Bank serves the diverse communities of Gallatin,
Carthage, Gordonsville, McMinnville, Portland, Lafayette,
Cross Plains, White House and Springfield. Cumberland Bank
continues to be a banking leader in each of its markets and

as of December 31, 2003 had over $297 million in assets.

West Tennessee

CIVITAS is also well-represented in West Tennessee with

a presence in five counties. BankTennessee serves the
large Shelby and Lauderdale counties. With more than
$189 million in assets, BankTennessee is based in the
affluent, rapidly growing city of Collierville. The bank has
two banking offices each in Collierville and Memphis as

well as one in Ripley.

The company also operates two additional banks in
smaller communities in West Tennessee. Bank of Dyer,
with $48 million in assets, operates four offices in Gibson
and Madison counties. Bank of Mason, with $9 million in

assets, is based in Tipton County.

Partner Banks

CIVITAS is a 50% owner in two banks. The Murray Bank in
Murray, Kentucky, is a traditional community bank that was
chartered in 1999. It has rapidly grown and now has more
than $138 million in assets. Insurors Bank of Tennessee,
based in Nashville, is a “virtual” bank with no branches,
serving the entire state of Tennessee by providing banking
services using the latest technologies. This bank fills a
niche by targeting Tennessee insurance agencies, their
employees and their clients. Also chartered in 1999, it

has $56 million in assets.

CIVITAS
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Civ-i-tas (siv’e tas) a union of citizens, state,
commonwealth; the inhabitants of a city, townsfolk
While our independently-chartered banks continue to maintain their
local autonomy and identity, we adopted a new name in 2003 for
our parent company, CIVITAS BankGroup, to build a common bond
across our markets. The term "CIVITAS’ means community in Latin
and is a natural fit for our corporate philosophy of banking.

We also introduced a new corporate symbol to reflect the CIVITAS
image for our holding company and each of our banks. While keeping

their unigue names, each entity added consistent elements including
a three-dimensional star logo, a theme “Welcome Home” and a
uniform color scheme, so that all of our customers will recognize
our banks no matter where they are in Middle and West Tennessee.

“Welcome Home” is more than just a tag line. Defining our customer
relationship and community banking philosophy, it is a promise
that we will provide a personal banking experience and reward
loyalty with relationship-oriented products and services.




Empowering Our People

To increase efficiencies at the local market levels, CIVITAS
BankGroup is dedicated to offering support and continually
improving central loan, deposit, marketing and
technology operations. We have committed significant
resources to increase the staffing at our holding company

in order to provide support for our banks. -

Local decision making, quality customer service and
advanced banking technology are the foundation of
our organization’s culture and are the differentiating
characteristics that set us apart in our communities.
Since the best customer decisions are made at the point
of contact, CIVITAS empowers its local bankers to make
decisions based upon their individual community’s needs

and to grow revenue for their bank.

To ensure their success, we offer targeted marketing
support and have launched an incentive compensation
system based on sales results at the banks. Each of our
markets is accountable for their performance and is
rewarded accordingly. Regular meetings and training
sessions at the individual branches reinforce the new
sales discipline, plus we have also added a Customer
Relationship Management system to track our prospects

and measure our sales results.

Employees are the link to retaining and growing customer
relationships. They bring to each of our local markets a
wealth of knowledge and experience and are committed to

nurturing personal, long-term relationships with their

customers. Qffering a full range of retail and commercial
financial products and services, they are right there beside
each customer as their lives change and evolve providing
the right products targeted to their individual needs while

maximizing business opportunities for the bank.

Lending Expertise at the Local Level

We offer a full array of real estate, business and consumer
loans targeting primarily customers who have multiple
relationships with us. To further enhance our current
mortgage banking operation, we are implementing a fully
functional, statewide mortgage operation to improve
products and pricing to our customers, as well as provide

additional income opportunities to our company.

Our History

#x CIVITAS BankGroup
Welcome Home!

CIVITAS BankGroup was founded as Cumberland Bancorp
representing a one-bank holding company in Carthage, TN. Among
the founders of the bank were current board members Tennessee
Lieutenant Governor John S. Wilder, Sr., Joel H. Porter, Tom E.
Paschal and Frank Inman, Jr. Through the years, Cumberland
Bancorp grew from $57 million in assets in 1992 to well over
$833 million at December 31, 2003. Today, the footprint of CIVITAS
covers twelve dynamic counties in Middle and West Tennessee:
Williamson, Davidson, Robertson, Sumner, Macon, Smith and
Warren counties in Middle Tennessee and Shelby, Tipton,

Lauderdale, Gibson and Madison counties in West Tennessee.

CIVITAS
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At CIVITAS, we have created a credit culture that is
fair to our customers while maintaining a sense of
responsibility for our shareholders. Our local bankers,
working within our holding company lending guidelines,
have local decision making authority so that our

customers receive quick, efficient responses.

Banking Products for Today's Customers

Our banks offer a full range of banking products and are
continuing to give our leaders and salespeople the tools
and training they need to be successful. While we will
be launching consolidated products and services to be
consistent throughout all of our banks in 2004, we will
also continue to offer niche products that are driven by

the people and individual communities we serve.

One of these niche products is for our mature customers,
a growing segment in the national market. As baby
boomers mature, their

needs and concerns

change. Our Heritage Club (,Eﬂ,'ﬂ,{)
program has unique features $60 -
that bring value to this 50 ]

expanding customer 40

30
20
10 —
0

‘99 ‘00 '01 02 03

segment. Key features
include monthly travel
events, topical seminars

and value-added banking

services. This product

provides our banks with

a significant source of

funds and additional Net Income

. (in millions)
opportunities to offer .
4.5 —

other services that enhance 40 -

our customers’ financial 3.5

management options.
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in 2004, we initially

introduced this account

only to our customers at Cumberland Bank South in
2003. This introduction resulted in a significant gain of
accounts in CD deposits and new checking accounts for

Cumberland Bank South.

The needs and desires of banking customers are changing
with the growth of computer technology. As banking
convenience is now defined as access to banking
information 24 hours a day, 7 days a week, we upgraded
our telephone banking and launched Hometown Touch
Telephone Banking at all of our banks. We also opened
our new “Internet Branch” offering enhanced Internet
Banking services with Web Bill Pay. Simply by accessing
a telephone or computer, both services provide our
customers a simple, safe and secure way to bank and
keep track of their accounts 24 hours a day, 7 days a
week. Web Bill Pay is a convenient way to manage and

pay bills electronically.




Investing in technology
helps create value
for our customers and

our shareholders.

For our commercial customers, we initiated several new
services in 2003. One of these is Internet-based Treasury
Management Services. A powerful tool to help businesses
manage their cash, this service provides complete and
timely access to consolidated account information, the
ability to initiate secure online transactions 24 hours

a day, 7 days a week, and many other features. Other
competitively-priced business services include investment
sweep accounts, zero balance accounts, wholesale

lockboxes and merchant card services.

Technology as a Foundation for Growth
CIVITAS continues to invest heavily in upgrading our
technology. We firmly believe that improved technology
results in lower operating costs and have launched several

key initiatives in this area.

One is our corporate-wide intranet as a way to communicate
internal news as well as serve as a repository for standardized

forms for use throughout our system. We have also

launched a new corporate website www.civitasbankgroup.com
to provide shareholders timely news and stock information,
and we are upgrading all of our banks’ websites to reflect

the new branded look. .
Return on Equity

(in percent)
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To provide the beét possible
quality customer service, we 1
continuously seek more

innovative ways to serve

our customers. Investing in
technology helps create value

for our customers and our
shareholders, and the blend

of technology with our people

is the power behind our winning team.

Building for the Future

As CIVITAS continues to grow, we believe that our
“Welcome Home” values, combined with our professionalism
and progressive banking technology, will make us a leader
in our communities. We look forward to many more

opportunities and a bright future.

CIVITAS
7




Scholarship Memorial Program

As part of our ongoing efforts to reach out to our
communities and acknowledge our leaders, we have
instituted scholarship programs with local high schools
in Collierville, Carthage and Gallatin. Each bank in these
areas will present a $1,000 scholarship to a worthy
local student based on grade point average, community

involvement and school involvement.

In Collierville, BankTennessee partnering with Collierville
High School will present a scholarship in memory of
Herman W. Cox, Jr. As a six-term Mayor of Collierville and
a past member of both the CIVITAS BankGroup and the
BankTennessee boards, Mr. Cox was an exemplary leader

for our young people.

Cumberland Bank will partner with Smith County High
School in Carthage on a scholarship in memory of Jerry
Cole. Mr. Cole was a long-time civic and professional leader
in Smith County. He served with honor on both the CIVITAS

BankGroup and Cumberland Bank boards of directors.

In Gallatin, Cumberland Bank will present a scholarship
to a deserving student at Gallatin High School in memory
of Dan Herron. Mr. Dan, as he was known to all, served

as principal of the school for over 28 years before
serving as Community President for the Gallatin office

of Cumberland Bank. He also served on the Cumberland

Bank board of directors.

CIVITAS
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In Memory

CIVITAS BankGroup lost two long-time supporters in 2003:

Dan Herron (January 30, 1928-June 12, 2003)

CIVITAS BankGroup and the community of Gallatin lost a great
friend in “Mr. Dan.” After serving as principal of Gallatin

High School for 28 years, Mr. Dan began his second career as
Community President for Cumberland Bank in Gallatin, Tennessee
from 1991 to 2001. After retirement, he remained active in the
bank by serving on the Cumberland Bank Board of Directors, the
Cumberland Finance Board of Directors and the Gallatin Advisory
Board. In 2002, Cumberland Bank honored Mr. Dan by naming its
Gallatin building the Dan P. Herron Building.

Herman Wright Cox, Jr. (July 30, 1922-December 3, 2003)
Herman Wright Cox was an exemplary leader for both CIVITAS
BankGroup and the Town of Collierville. As a six-term Mayor of

Collierville, he was often called the “People’s Mayor” as he led the

city through years of unprecedented growth. He served on the
CIVITAS BankGroup board from 1997 until 2000 at which time he
became director emeritus. He also served on the BankTennessee

board from 1992 to 2003.
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Cautionary Statement Concerning
Forward-Looking Information

This Annual Report on Form 10-K of Civitas BankGroup, Inc., a Tennessee corporation (the
“Company”) contains or incorporates by reference certain “forward-looking statements” within the
meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), which are intended to be covered by
the “safe harbors” created thereby. Those statements include, but may not be limited to, the discussions of
the Company’s expectations concerning its future profitability, operating performance, growth strategy,

” e

and its assumptions regarding other matters. Also, when any of the words “believes”, “expects”,

“anticipates”, “intends”, “estimates”, “plans”, or similar terms or expressions, are used in this Annual
Report on Form 10-K, forward-looking statements are being made.

You should be aware that, while the Company believes the expectations reflected in those forward-
looking statements are reasonable, they are inherently subject to risks and uncertainties which could cause
the Company’s future results and shareholder values to differ materially from the Company’s expectations.
These factors are disclosed in Management'’s Discussion and Analysis of Financial Condition and Results of
Operations set forth herein and include, among others, (i) increased competition with other financial
institutions, (ii) lack of sustained growth in the economy in the Company’s market area, (iii) rapid
fluctuations in interest rates, (iv) significant downturns in the businesses of one or more large customers, (v)
risks inherent in originating loans, including prepayment risks, (vi) the fluctuations in collateral values, the
rate of loan charge-offs and the level for the provision for losses on loans, and (vii) changes in the
legislature and regulatory environment. Because of these factors, there can be no assurance that the
forward-looking statements included or incorporated by reference herein will prove to be accurate. Inlight
of the significant uncertainties inherent in the forward-looking statements included or incorporated by
reference herein, you should not regard the inclusion of such information as a representation by the
Company or any other person that the objectives and plans of the Company will be achieved. In addition,
the Company does not intend to, and is not obligated to, update these forward-looking statements after the
date of this Annual Report on Form 10-K, even if new information, future events or other circumstances
have made them incorrect or misleading as of any future date.

PARTI
ITEM1. Description of Business

General

Civitas BankGroup, Inc. is a multi-bank holding company headquartered in Franklin, Tennessee,
with $833.3 million in total assets at December 31, 2003. We conduct our banking business through five (5)
bank subsidiaries in twelve markets throughout Middle and West Tennessee:

% Cumberland Bank, a Tennessee state chartered bank with nine (9) offices in Macon, Robertson,
Smith, Sumner and Warren Counties, Tennessee;

< BankTennessee, a Tennessee state chartered bank with five (5) offices in Shelby and Lauderdale
Counties, Tennessee;

Cumberland Bank South, a Tennessee state chartered bank, with four (4) offices in Davidson and
Williamson Counties, Tennessee;

\/
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% Bankof Dyer, a Tennessee state chartered bank with four (4) offices in Gibson and Madison County,
Tennessee; and

% Bank of Mason, a Tennessee state chartered bank with one (1) office in Tipton County, Tennessee.

Our principal operations include traditional banking services incorporating commercial and
residential real estate lending, commercial business lending, consumer lending, construction lending and
other financial services, including depository, and brokerage services. We equally serve both metropolitan
and rural areas, targeting local consumers, professionals and small businesses. Management believes that
the markets in which our banks operate offer an environment for continued growth with respect to our
target market.

Our banks are subject to the regulatory authority of the Department of Financial Institutions of the
State of Tennessee, the Federal Reserve Board and the Federal Deposit Insurance Corporation (the “FDIC”),
which currently insures the depositors of each member bank to a maximum of $100,000 per depositor. For

this protection, each bank is subject to a quarterly statutory assessment and the rules and regulations of the
FDIC.

Competition

Our banks face substantial competition in and out of their immediate market area in attracting and
retaining deposits and lending funds. Competition for deposits and loans are based on the range and
quality of financial services offered, the ability to offer attractive rates, the availability of convenient office
locations, and alternative delivery methods. We compete not only with banks, but with thrifts, credit
unions, and other financial service providers, such as brokerage and insurance companies, and internet-
based financial companies. The entry of new competitors through expansion, de novo status, or acquisition
could have an effect on our operations in that market.

We believe our strategy of relationship banking and local autonomy in the communities we serve
allows flexibility in products offered in response to local needs in a way that can enhance profitability for
our banks, particularly as consolidation of the banking industry occurs and larger institutions exit markets
that are only marginally profitable for them. We believe our emphasis on community banking, customer
service and relationships is the most effective method we have of competing with these larger regional bank
holding companies as well as smaller community banks.

Joint Ventures

The Company owns a 50% interest in The Murray Banc Holding Company, LLC in Murray,
Kentucky and Insurors Bank of Tennessee, headquartered in Nashville, Tennessee. Only the Company’s
initial investment, adjusted for its pro rata share of operating results of each entity, is included in the
consolidated financial statements. The Murray Banc Holding Company is a single bank holding company
which owns 100% of The Murray Bank. The Murray Bank opened in 1999, and has approximately $138.2
million in total assets at December 31, 2003. Insurors Bank opened in November 2000 and has
approximately $55.6 million in assets at December 31, 2003. More information regarding these two entities
can be found in note 6 to the consolidated financial statements.

Monetary Policies

The result of operations of our banks and the Company are affected by credit policies of monetary
authorities, particularly the Federal Reserve Board. The instruments of monetary policy employed by the
Federal Reserve Board include open market operations in U.S. government securities, changes in the
discount rate on bank borrowings, and changes in reserve requirements against bank deposits. In view of

2.



changing conditions in the national economy and in the money markets, as well as the effects of actions by
monetary and fiscal authorities, including the Federal Reserve Board, no prediction can be made as to
possible future changes in interest rates, deposit levels, loan demand or the effect of such matters on the
business and earnings of the Company. ‘

Supervision and Regulation

As a bank holding company, Civitas BankGroup is subject to regulation under the Bank Holding
Company Act, and supervision by the Federal Reserve Board. Asa publicly traded company, Civitas is also
subject to the various other laws, regulation and supervision by the National Association of Securities
Dealers and Securities and Exchange Commission. Our bank subsidiaries are subject to state and federal
banking laws and regulations which impose specific requirements or restrictions and provide for general
regulatory oversight with respect to virtually all aspects of our banks’ operations. These laws and
regulations are generally intended to protect depositors, not shareholders. The following summaries of
statutes and regulations affecting banks and bank holding companies do not purport to be complete. These
summaries are qualified in their entirety by reference to the statutes and regulations described.

General. As a bank holding company, we are regulated under the Bank Holding Company Act of
1956, as amended (the “BHCA”), and are inspected, examined, and supervised by the Board of Governors
of the Federal Reserve System. Under the BHCA, bank holding companies generally may not acquire the
ownership or control of more than 5% of the voting shares, or substantially all the assets, of any company,
including a bank, without the Federal Reserve’s prior approval. In addition, bank holding companies
generally may engage, directly or indirectly, only in banking and such other activities as are determined by
the Federal Reserve to be closely related to banking. Under the Gramm-Leach-Bliley Act of 1999, bank
holding companies may elect to become financial holding companies, which are permitted to engage in
activities that are financial in nature or incidental to a financial activity. We have not elected to become a
financial holding company.

Various governmental requirements, including Sections 23A and 23B of the Federal Reserve Act, as
amended, limit borrowings by us and our nonbank subsidiaries from our affiliate banks. These
requirements also limit various other transactions between us and our nonbank subsidiaries, on the one
hand, and our banks, on the other. For example, Section 23A limits to no more than 10% of its total capital
the aggregate outstanding amount of any bank’s loans and other “covered transactions” with any particular
nonbank affiliate, and limits to no more than 20% of its total capital the aggregate outstanding amount of
any bank’s “covered transactions” with all of its nonbank affiliates. Section 23A also generally requires that
a bank’s loans to its nonbank affiliates be secured, and Section 23B generally requires that a bank’s
transactions with its nonbank affiliates be on arm’s length terms.

All of our banks are incorporated under the banking laws of the State of Tennessee and, as such, are
governed by the applicable provisions of those laws. Consequently, the Tennessee Department of Financial
Institutions (“TDFI”) supervises and regularly examines our banks. Our banks’ deposits are insured by the
FDIC through the Bank Insurance Fund, and therefore are governed by the provisions of the Federal
Deposit Insurance Act. However, most of our banks are members of the Federal Reserve Bank System.
Therefore, our primary federal banking regulator is the Federal Reserve. The TDFI and the FDIC regulate
or monitor virtually all areas of our banks’ operations.

The Murray Bank is a federal savings bank organized under the laws of the United States of
America. The Murray Bank is primarily regulated and examined by the Office of Thrift Supervision. The
FDIC also regulates various operations of The Murray Bank.

Branching. Tennessee law imposes limitations on the ability of a state bank to establish branches in
Tennessee. Under current Tennessee law, any Tennessee bank domiciled in Tennessee may establish
branch offices at any location in any county in the state. Furthermore, Tennessee and federal law permits
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out-of-state acquisitions by bank holding companies, interstate merging by banks, and de novo branching of
interstate banks, subject to certain conditions. These powers may result in an increase in the number of
competitors in our banks’ markets. We believe our banks can compete effectively in their markets despite

any impact of these branching powers, but there can be no assurance that future developments will not
affect our banks’ ability to compete effectively.

Community Reinvestment Act. The Community Reinvestment Act requires that, in connection with
examinations of financial institutions within their respective jurisdictions, the federal bank regulatory
agencies responsible for evaluating us and our banks evaluate the record of the depository institutions in
meeting the credit needs of their local communities, including low and moderate income neighborhoods,
consistent with the safe and sound operation of those institutions. These factors are also considered in
evaluating mergers, acquisitions and applications to open a branch or facility.

Capital Requirements Generally. The federal regulatory agencies that evaluate us and our banks use
capital adequacy guidelines in their examination and regulation of banks. If the capital falls below the
minimum levels established by these guidelines, the banks may be denied approval to acquire or establish
additional banks or non-bank businesses, or to open facilities, or the banks may be regulated by additional
regulatory restrictions or actions.

Risk-Based Capital Requirements. All of the federal regulatory agencies have adopted risk-based
capital guidelines for banks and bank holding companies. These risk-based capital guidelines are designed
to make regulatory capital requirements more sensitive to differences in risk profile among banks to
account for off-balance sheet exposure and to minimize disincentives for holding liquid assets. Assetsand
off-balance sheet items are assigned to broad risk categories, each with appropriate weights. The resulting
capital ratios represent capital as a percentage of total risk-weighted assets and off-balance sheet items. The
ratios are minimums. The guidelines require all federally-regulated banks to maintain a minimum risk-
based total capital ratio of 8%, of which at least 4% must be Tier I capital, as described below.

A banking organization's qualifying total capital consists of two components: Tier I, or “core”
* capital, and Tier 2, or “supplementary” capital. Tier I capital is an amount equal to the sum of: (1) common
shareholders' equity, including adjustments for any surplus or deficit; (2) non-cumulative perpetual
preferred stock; and (3) the company's minority interests in the equity accounts of consolidated
subsidiaries. With limited exceptions for goodwill arising from certain supervisory acquisitions, intangible
assets generally must be deducted from Tier I capital. Other intangible assets may be included in an
amount up to 25% of Tier I capital, so long as the asset is capable of being separated and sold apart from the
banking organization or the bulk of its assets. Additionally, the market value of the asset must be
established on an annual basis through an identifiable stream of cash flows, and there must be a high
degree of certainty that the asset will hold this market value notwithstanding the future prospects of the
banking organization. Finally, the banking organization must demonstrate that a liquid market exists for
the asset. Intangible assets in excess of 25% of Tier I capital generally are deducted from a banking
organization's regulatory capital. Atleast50% of the banking organization's total regulatory capital must
consist of Tier I capital.

Tier 2 capital is generally considered to be an amount equal to the sum of the following:
¢ the allowance for possible credit losses in an amount up to 1.25 % of risk-weighted assets;

e cumulative perpetual preferred stock with an original maturity of 20 years or more and
related surplus;

o hybrid capital instruments defined as instruments with characteristics of both debt and
equity, perpetual debt and mandatory convertible debt securities; and
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¢ inanamountup to50% of Tier I capital, eligible term subordinated debt and intermediate-
term preferred stock with an original maturity of five years or more, including related
surplus.

Investments in unconsolidated banking and finance subsidiaries, investments in securities
subsidiaries and reciprocal holdings of capital instruments must be deducted from capital. The federal
regulatory agencies may require other deductions on a case-by-case basis.

Under the risk-weighted capital guidelines, balance sheet assets and certain off-balance sheet items
like standby letters of credit are assigned to one of four risk-weight categories according to the nature of the
asset and its collateral or the identity of any obligor or guarantor. These four categories are 0%, 20%, 50%
or100%. For example, cash is assigned to the 0% risk category, while loans secured by one-to-four family
residences are assigned to the 50% risk category. The aggregate amount of assets and off-balance sheet
items in each risk category is adjusted by the risk-weight assigned to that category to determine weighted
values, which are added together to determine the total risk-weighted assets for the banking organization.
Accordingly, an asset, like a commercial loan, which is assigned to a 100% risk category, is included in risk-
weighted assets at its nominal face value, whereas a loan secured by a single-family home mortgage is
included at only 50% of its nominal face value. The application ratios are equal to capital, as determined,
divided by risk-weighted assets, as determined.

Leverage Capital Requirements. The federal regulatory agencies have issued a final regulation
requiring certain banking organizations to maintain additional capital of 1% to 2% above a 3% minimum
Tier I leverage capital ratio equal to Tier I capital, less intangible assets, to total assets. In order for an
institution to operate at or near the minimum Tier I leverage capital ratio of 3%, the banking regulators
expect that the institution would have well-diversified risk, no undue rate risk exposure, excellent asset
quality, high liquidity and good earnings. In general, the bank would have to be considered a strong
banking organization, rated in the highest category under the bank rating system and have no significant
plans for expansion. Higher Tier I leverage capital ratios of up to 5% will generally be required if all of the
above characteristics are not exhibited, or if the institution is undertaking expansion, seeking to engage in
new activities, or otherwise faces unusual or abnormal risks.

Institutions not in compliance with these regulations are expected to be operating in compliance
with a capital plan or agreement with that institution’s regulator. If they do not do so, they are deemed to
be engaging in an unsafe and unsound practice and may be subject to enforcement action. Failure to
maintain a Tier I leverage capital ratio of at least 2% of assets constitutes an unsafe and unsound practice
and may result in enforcement action against an institution justifying termination of that institution’s FDIC
insurance.

At December 31, 2003, the Company's Tier 1 risk-based Capital and Total risk-based Capital ratios
were 12.27% and 13.53%, respectively.

Capital Commitments. The Company and its subsidiaries, Cumberland Bank, BankTennessee and
Bank of Dyer, have agreed with or committed to bank regulatory officials to take various actions, including
to reduce the level of criticized or non-performing loans, to improve loan underwriting, problem loan
resolution and collection, and strategic and capital planning, to obtain prior regulatory approval before
incurring additional holding company indebtedness, repurchasing shares, or paying dividends from certain
subsidiary banks to the holding company or from the holding company to shareholders, and to maintain
certain capital levels at subsidiary banks in excess of those required for well capitalized status. The most
restrictive of these provisions requires the Company to maintain a Tier I leverage ratio of atleast 7.0% at
BankTennessee, Bank of Dyer and Cumberland Bank.




The Company and its subsidiaries believe they were in compliance in all material respects with
these agreements at December 31, 2003. The Company and its subsidiaries intend to continue to comply
with these agreements, and the Company has requested approval to pay dividends for the first quarter of
2004 but has not yet received such approval. The Company believes that the proceeds of its private
placement completed in August 2003, earnings from operations and available funds will be sufficient to
allow the Company to meet all these commitments and the requirements for well-capitalized status through
the end of 2004. However, the Company’s regulators have considerable discretion in determining whether
to grant required approvals, and no assurance can be given that such approvals will be forthcoming.

Liability for Bank Subsidiaries. Under the Federal Reserve policy, we, as a bank holding company, are
expected to act as a source of financial and managerial strength to each of our banks and to maintain
resources adequate to support each of our banks. This support may be required at times when we may not
have the resources to provide it. Any depository institution insured by the FDIC can be held liable for any
loss incurred, or reasonably expected to be incurred, by the FDIC in connection with the default of a
commonly-controlled, FDIC-insured depository institution like a bank subsidiary. Additionally, depository
institutions insured by the FDIC may be held liable to the FDIC for any loss incurred or reasonably
expected to be incurred in connection with any assistance provided by the FDIC to a commonly-controlled,
FDIC-insured depository institution in danger of default. “Default” is defined generally as the
appointment of a conservator or receiver and “in danger of default” is defined generally as the existence of
certain conditions indicating that a “default” is likely to occur in the absence of regulatory assistance. All of
our banks are FDIC-insured depository institutions. Also, in the event that such a default occurred with
respect to one of our banks, any capital loans from us to that bank would be subordinate in right of
payment to payment of the bank’s depositors and other of the bank’s obligations.

Dividend Restrictions. Federal and Tennessee law limits the payment of dividends by banks. Under
Tennessee law, the directors of a state bank, after making proper deduction for all expenditures, expenses,
taxes, losses, bad debts, and any write-offs or other deductions required by the TDFI, may credit net profits
to the bank's undivided profits account. Thereafter, the bank may quarterly, semi-annually, or annually
declare a dividend from that account in an amount judged expedient by the bank’s board of directors.
Before declaring the dividend, the board of directors must deduct any net loss from the undivided profits
account and transfer to the bank's surplus account (1) the amount, if any, required to raise the surplus to
50% of the capital stock and (2) the amount required, if any, but not less than 10% of net profits, to make the
paid-in-surplus account equal the capital stock account. Thereafter, the bank may declare a dividend if the
bank is adequately reserved against deposits and those reserves will not be impaired by the declaration of
the dividend.

A state bank, with the approval of the TDF], may transfer funds from its surplus account to the
undivided profits or retained earnings account or any part of its paid-in-capital account. The payment of
dividends by any bank is dependent upon its earnings and financial condition and also may be limited by
federal and state regulatory agency protections against unsafe or unsound banking practices. The payment
of dividends could, depending upon the financial condition of a bank, constitute an unsafe or unsound
banking practice. When a bank’s surplus account is less than its capital stock account, Tennessee law
imposes other restrictions on dividends. Finally, the FDIC prohibits a state bank, the deposits of which are
insured by the FDIC, from paying dividends if it is in default in the payment of any assessments due the
FDIC.

The Federal Reserve also imposes dividend restrictions on our banks as state member banks of the
Federal Reserve. Our banks may not declare or pay a dividend if that dividend would exceed the bank’s
undivided profits, unless the bank has received the prior approval of the Board of Governors of the Federal
Reserve. Additionally, our banks may not permit any portion of their “permanent capital” to be withdrawn
unless the withdrawal has been approved by the Board of Governors of the Federal Reserve. “Permanent
capital” is defined as the total of a bank’s perpetual preferred stock and related surplus, common stock and
surplus, and minority interest in consolidated subsidiaries. Finally, if one of our banks has a capital surplus
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in excess of that required by law, that excess may be transferred to the bank’s undivided profits account
and be available for the payment of dividends so long as (1) the amount came from the earnings of prior
periods, excluding earnings transferred as a result of stock dividends, and (2) the bank’s board and the
Board of Governors of the Federal Reserve approved the transfer.

' Deposit Insurance Assessments. The depos1ts of each of our banks are insured up to regulatory limits
by the FDIC and we are required under the FDIC’s deposit insurance assessments to maintain the Bank
Insurance Fund (BIF) and Savings Association Insurance Fund (SAIF). The FDIC has adopted regulations
establishing a permanent risk-related deposit insurance assessment system. Each financial institution is
assigned to one of three capital groups; well capitalized, adequately capitalized or undercapitalized; and
further assigned to one of three subgroups within a capital group. A bank’s assignment is based on
supervisory evaluations by the institution’s primary federal regulator and, if applicable, other information
relevant to the institution’s financial condition and the risk posed to the applicable insurance fund. The
assessment rate applicable to our banks in the future will depend in part upon the risk assessment
classification assigned to each bank by the FDIC and in part on the BIF assessment schedule adopted by the
FDIC. Institutions are prohibited from disclosing the risk classification to which they have been assigned.
The Deposit Insurance Funds Act of 1996 provides for assessments to be imposed on insured depository
institutions with respect to deposits insured by the BIF and the SAIF. Currently, the annual insurance
premiums on bank deposits insured by the BIF and SAIF vary between $0.00 to $0.43 per $100 of deposits.

Effects of Governmental Policies. The difference between interest earned by our banks on their loans
and investments and the interest paid by them on their deposits or other borrowings affects our banks’
earnings. The yields on their assets and the rates paid on their liabilities are sensitive to changes in
prevailing market rates of interest. Thus, the general economic conditions, fiscal policies of the federal
government, and the policies of regulatory agencies, particularly the Federal Reserve, which establishes
national monetary policy, will influence our banks’ earnings and growth. The nature and impact of any
future changes in fiscal or monetary policies cannot be predicted.

Commercial banks are affected by the credit policy of various regulatory authorities, including the
Federal Reserve. An important function of the Federal Reserve is to regulate the national supply of bank
credit. Among the instruments of monetary policy used by the Federal Reserve to implement these
objectives are open market operations in U.S. Government securities, changes in reserve requirements on
bank deposits, changes in the discount rate on bank borrowings, and limitations on interest rates that banks
may pay on time and savings deposits. The Federal Reserve uses these means in varying combinations to
influence overall growth of bank loans, investments and deposits, and also to affect interest rates charged
on loans, received .on investments or paid for deposits.

The monetary and fiscal policies of regulatory authorities, including the Federal Reserve, also affect
the banking industry. Through changes in the reserve requirements against bank deposits, open market
operations in U.S. Government securities and changes in the discount rate on bank borrowings, the Federal
Reserve influences the cost and availability of funds obtained for lending and investing. No prediction can
be made with respect to possible future changes in interest rates, deposit levels or loan demand or with
respect to the impact of these changes on the business and earnings of our banks.

Varlous federal and state laws, rules and regulatlons, and amendments to existing laws, rules and
regulatxons, are enacted that affect banks and bank holding companies. Future legislation and regulation
could 51gmf1cantly change the competitive environment for banks and bank holdmg companies. We cannot
predict the likelihood or effect of any such leglslahon or. regulation. _




Available Information

The Company’s Internet website is http: / / www.civitasbankgroup.com. We make available on our
website our filings with the SEC, including the Company’s annual reports on Form 10-K, quarterly reports
on Form 10-Q, current reports on Form 8-K and amendments to those reports as soon as reasonably
practicable after it electronically files or furnishes such materials to the Securities and Exchange
Commission (the “SEC”). The information provided on our website is not part of this report, and is
therefore not incorporated by reference herein unless such information is otherwise specifically referenced
elsewhere in this report. I

Employees

Civitas BankGroup and its subsidiaries had approxi.mately 279 full-time equivalent employees as of
December 31, 2003 . ' ‘

ITEM.2. - Description of Property

Civitas BankGroup, Inc.’s principal executive offices are located at 4 Corporate Centre, 810 Crescent
Centre Drive, Suite 320, Franklin, Tennessee 37067 in a leased facility. This facility located in the Cool
Springs area of Franklin houses our mortgage division. Our Technology Center is a leased building also
located in Cool Springs and is home to our centralized operational units. Our subsidiary banks operate 23
banking offices, of which seven are leased and 26 ATMs. ' '

ITEM 3. Legal Proceedings

As of the date hereof, there are no material pending legal proceedings to which the Company or any
of its subsidiaries is a party or of which any of its properties are subject; nor are there material proceedings
known to the Company or its subsidiaries to be contemplated by any governmental authority; nor are there
material proceedings known to the Company or its subsidiaries, pending or contemplated, in which any
director, officer or affiliate or any principal security holder of the Company or any of its subsidiaries or any
associate of any of the foregoing, is a party or has an interest adverse to the Company or any of its
subsidiaries. '

ITEM 4. Submission of Matters to a Vote of Shareholders

No matters were submitted to a vote of shareholders during the fourth quarter of the Company’s
fiscal year ending December 31, 2003.

PARTII
ITEM 5. Market for Registrant’s Common Equity and Related Shareholder Matters

The Company’s common stock is currently traded over-the-counter on the OTC Bulletin Board
under the symbol CVBG. Prior to being traded on the OTC Bulletin Board, there was no established public
trading market for our shares. Accordingly, there was no comprehensive record of trades or the prices of
any trades prior to the shares being listed on the OTC Bulletin Board. The following table reflects stock
prices for our shares to the extent any information is available for trades prior to the fourth quarter of 2002,
the date that the shares were first listed on the OTC Bulletin Board and for trades after such date as
reported on the OTC Bulletin Board.



Prices

Cash
Dividends
High Low Close Declared
2002: ‘
First Quarter .......ccoeveecnceereiiccriceeeisene $3.95 $3.40 $3.75 $0.015
Second Quarter......ccvvevevevreviinieriieisreane. 450 . 370 413 0.015
Third QUArtEr ....coevvreeerereieereeie e 4.30 4.00 414 0.015
Fourth Quarter........coccovvvverievivcciciienae 6.00 4.07 5.30 0.015
2003:
First Quarter .....ccceeveviemrceereevenneeeninne $6.50 $4.90 $6.25 $0.015
Second Quarter.......ccccecuvevievicrireereererronne. 6.50 6.20 6.38 0.015
Third Quarter .......coveeeceeeieeeeeeere i ’ 6.30 5.85 6.15 0.015
Fourth Quarter.........cccoooviivnvveeivieerineeen, 6.50 6.05 6.45 0.015

As of February 29, 2004, we had approximately 1,622 record shareholders. At that date, 17,455,496
shares were outstanding.

Cash dividends totaling $0.06 per share were declared in 2003 and 2002. In the first quarter of 2004,
a cash dividend was declared subject to regulatory approval in the amount of $0.015 per share payable on
April 14, 2004 to shareholders of record on March 1, 2004. At this time we have not received the required
regulatory approval and we can not give any assurance that we will receive the requested approval.

The amount of the dividend, while in our sole discretion, depends in part upon the performance of
the Company. Our ability to pay dividends is restricted by federal laws and regulations applicable to bank
holding companies and by Tennessee laws relating to the payment of dividends by Tennessee corporations.

Because substantially all of our operations are conducted through our subsidiaries, our ability to pay
dividends also-depends on the ability of our banks to pay a dividend to us. The ability of the banks to pay
cash dividends is restricted by applicable regulations of the TDFI, the Federal Reserve, the OTS and the
FDIC. As a result, we may not be able to declare a dividend to holders of the shares even if the present
dividend policy were to change. See “Supervision and Regulation - Dividend Restrictions” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations - Liquidity.”




ITEM 6.

Selected Consolidated Financial Data

The table below provides selected consolidated financial data for the Company as of and for each of

For years ending December 31,

(In thousands, except per share amount)

2003
Summary of Operations
Interest income $41,276
Interest expense 16,077
Net interest income 25,199
Provision for loan losses - (3,579)
Noninterest income 7,408
Noninterest expense (27,332)
" Income before income taxes 1,696
Income tax expense 595
Net earnings 1,101
Basic earnings per share 0.07
Diluted earnings per share 0.07
Dividends per common share 0.06
Book value per common share 3.19
Selected Period-End Balances
Total assets $833,320
Loans net of unearned income 550,565
Allowance for loan losses 8414
Total deposits 671,636
Other borrowings 90,438
Shareholders’ equity 54,741
Selected Average Balances
Total assets 780,066
Securities 154,713
.Loans net of unearned income 548,071
Allowance for loan losses 8,431
Total deposits 583,088
Other borrowings 69,337
Shareholders’ equity 48,910
Selected Operating Ratios
Annual % change in average loans 5.23%
Annual % change in average assets  12.95%
Return on average equity 2.25%
Return on average assets 0.14%

2002

$ 42,848
18,643

24,205
(6,800)
8,448

(25,104)

749
228

521
0.04
0.04
0.06
2.96

$711,878
526,215
9,062
592,998
56,352
45,473

690,610
62,135
520,825
9,078
572,809
60,090
39,967

1.54%
2.82%
1.30%
0.08%

Per share amounts adjusted to reflect the effect of stock splits and stock dividends.

2001

$ 52,865
28,901

23,964
(6,377)
7,048

(24,408)

227
18

209
0.02
0.01
0.06
2.85

$ 667,511
522,245
9,023
549,424
60,186
39,313

671,690
32,344
512,918
7,027
550,569
63,975
40,056

7.68%
16.49%
0.52%
0.03%

2000

$ 51,651
27,057

24,504
(2,636)
5,771
(21,132) -

6,597
2,436

4,161
0.30
0.30
0.05
2.86

$ 643,457
507,217
6,137
524,142
64,535
39,476

576,622
23,468
476,339
5,635
485,708
47,437
37,366

27.12%
27.18%
11.14%

0.72%

1999

$ 39,193
19,127

20,066
(1,623)
4,290

(17,109)

5,624
2,113

3,511
0.28
027

2.57

$ 525,559
440,316
5,146
435,252
49,284
35,275

453,378
25,886

374,714 .

4,196
387,941
34,477
27,200

27.60%
21.56%
12.91%

0.77%

the five years ended December 31,1999, 2000, 2001, 2002 and 2003. You should read the following selected
consolidated financial information in conjunction with our financial statements and the notes to those
statements and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
located elsewhere in this document.
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ITEM?7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion in conjunction with our financial statements and the notes
to those statements appearing elsewhere in this document.

Critical Accounting Policies

The accounting principles followed by the Corporation and the methods of applying these
principles conform with United States generally accepted accounting principles and with general practices
within the banking industry. The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Critical accounting policies relate to
investments, loans, allowance for loan losses, intangibles, revenues, expenses, stock options and income
taxes. A description of these policies, which significantly affect the determination of the financial position,
results of operations and cash flows, are summarized in Note 1, Summary of Significant Accounting Policies
in the Notes to Consolidated Financial Statements and discussed elsewhere in this section.

Overview

The Company completed an equity offering in August 2003 raising $8.9 million. This brings the new
equity capital raised since December 2002 to $14.3 million. These funds were leveraged through the
investment portfolio providing current earnings and monthly cash flow to support future loan growth.
This strategy represented the majority of asset growth experienced in 2003.

Earnings for 2003 significantly improved despite the level of problem loans, further compression of
our net interest margin, and cost pressures from the centralization of backroom operations. Although the
Company managed a 34.7% reduction in nonperforming assets, the level remains high and negatively
impacts earnings performance in many ways. Until the Company can achieve significant reductions in
problem assets, which are discussed in more detail below, it is likely that loan charge-offs will continue to
be incurred, resulting in additional provisions for loan losses, which will negatively impact future earnings.

The net interest margin compression was primarily due to interest rates remaining at historically low
levels. The standardization and centralization of backroom operations increased expenses in the short-term
for long-term benefit. Management believes this new infrastructure is the foundation for future growth and
profitability along with a strong credit culture.

Assets grew from $711.9 million at December 31, 2002, to $833.3 million at year-end 2003, a $121.4
million increase or 17.1%. The primary changes in assets were the $112.8 million increase in securities and
modest loan growth of $25.0 million. We funded these increases primarily by an increase in deposits of
$78.6 million and a $33.9 million increase in repurchase agreements. Our total liabilities grew from $666.4
million at December 31, 2002 to $778.6 million at year end 2003, a $112.2 million increase or 16.8%.

The Company’s securities portfolio increased 124.75% or $112.9 million to $203.4 million since year-
end 2002. This increase is a result of the $47.1 million leverage transaction that was completed in January
2003 in which $3.8 million in state, county and municipal securities and $36.5 million in mortgage-backed
securities were purchased through the use of funds generated from $24.0 million in brokered CDs, $6.9
million in time deposits, $1.0 million in FHLB advances, $3.5 million in capital, $3.4 million in federal funds
purchased, and $1.5 million in demand deposits. In August 2003, a second leverage transaction was
completed in the amount of $49.8 million in which $44.7 million in mortgage-backed securities and $5.1
million in state, county and municipal securities were purchased through the use of funds generated from
$41.0 million in brokered CDs, $4.8 million in federal funds purchased, and $4.0 million in capital.
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Loans totaled $550.6 million at December 31, 2003, an increase of $24.4 million or 4.63% over year-
end 2002 balances. A significant portion of this loan growth is related to loans made by our Williamson

County Tennessee subsidiary, Cumberland Bank South and are primarily secured by real estate located in
the county.

Shareholders’ equity increased $9.3 million to $54.7 million at December 31, 2003. This increase was
primarily the result of the private placement offering of $8.9 million in August, 2003. Our leverage capital
ratio was 7.86% at December 31, 2003 compared to 7.95% at December 31, 2002. See note 14 to our
consolidated financial statements for more information relating to capital.

Net Earnings

Net earnings for 2003 were $1.1 million compared to $521,000 in 2002, an increase of 111.1%. The
improvement in earnings performance is a result of a $3.2 million decrease in provision for loan losses
compared to 2002. Net charge-offs decreased by $2.5 million over this same time period. Operating
expenses increased $2.2 million as the company continues to build a solid infrastructure to improve
operational efficiency and strengthen operational control through the centralization of backroom
operations. Earnings were enhanced $772,000 through leverage strategies facilitated by the addition of new
capital discussed earlier.

Net Interest Income

Net interest income is our principal source of earnings. In 2003 our net interest income increased
$994,000 or 4.1%, to $25.2 million. Net interest income increased $3.8 million due to an increase in average
earning assets as compared to 2002 but decreased $2.8 million as a result of changes in asset yields.
Although net interest income increased, the company’s net interest margin continued to compress
throughout 2003 declining to 3.48% from 3.84 % in 2002. The favorable effect of lower rates on deposits and
borrowings were countered by lower yields on earning assets. Net interest income is impacted by several
factors including volume, rate, mix, interest rate fluctuations, and asset quality. More detail on changes in
interest income and interest expense due to changes in rates is shown on page 22.

Interest Income

Interest income decreased $1.6 million or 3.7% in 2003 to $41.3 million. The decrease was primarily
attributable to the decline in the yield on average earning assets, which fell to 5.70% in 2003 from 6.79% in
2002 and reduced interest income by $7.5 million. Since the beginning of 2001, the Federal Reserve has
decreased the federal funds rate by a total of 550 basis points, with the most recent decrease being 25 basis
points in June 2003. In response, our bank subsidiaries lowered their lending rates. The decline inyield isa
result of the effect of these changes in interest rates and lower reinvestment rates in addition to a higher
percentage of earning assets invested in the securities portfolio. Average earning assets increased $93.7
million in 2003 primarily in the investment securities portfolio from the leverage transactions and, to a
lesser degree, in loans. The positive effect in interest income of $5.9 million related to the increase in
earning assets was not sufficient to offset the decrease due to lower rates. A lower loan yield was the
primary factor driving the decrease in the earning assets yield. The yield on loans was 6.48% in 2003,
compared to 7.48% in 2002, resulting in a $5.4 million reduction in interest income. Interest income earned
as a result of loan growth experienced in 2003 totaled $2.0 million reducing the negative impact of lower
yields to a $3.4 million reduction in loan interest income. Average amount of and average yield earned on
our average earning assets are represented by asset type on the table on pages 22 through 23. The level of
non-performing loans also heavily contributed to this decline in interest income. Lost interest totaling
$619,000 due to loans in a non-accrual status was not realized in 2003. Average non-accrual loans for 2003
were $18.0 million. In addition, accelerated prepayments of our mortgage-backed securities resulted in an
increased amortization of premiums that negatively impacted our yield on earning assets.
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Interest Expense

The reduction in interest income was offset by an even larger decline in interest expense as the rates
paid on our interest-bearing liabilities have decreased when repriced. Interest expense decreased $2.6
million or 13.8% in 2003 compared to 2002. This expense reduction resulted from the repayment of higher-
cost deposits and borrowings, managing our deposit costs and utilizing alternative low cost funding
sources. The average rate paid for interest-bearing liabilities decreased from 2.89% in 2002 to 2.21% in 2003.
This accounted for a $4.7 million decrease in interest expense and was due primarily to the falling interest
rate environment previously discussed. Funding sources increased an average of $81.5 million during 2003
with a corresponding interest cost of $2.1 million. The majority of this increase was directly related to the
leverage transactions described earlier.

Provision for Loan Losses

The provision for loan losses totaled $3.6 million for 2003 compared to $6.8 million in 2002, a
decrease of $3.2 million or 47.4%. Net loan charge-offs were $4.2 million in 2003 compared to $6.8 million in
2002, a decrease of $2.6 million. A decrease of $8.6 million in non-performing assets and declining past due
ratio, along with the reduction in net charge-offs are the primary reasons for this decrease. The ratio of net
charge-offs to average loans decreased 53 basis points to 0.77% from 1.3% for 2002. A Special Asset Team
and Oversight Committee were created to improve the problem loan management and resolution process.

Noninterest Income

Noninterest income decreased $1.0 million, or 12.3%, to $7.4 million in 2003. Service charges on
deposit accounts continue to be our largest source of noninterest income. These are fees received for
services related to our retail and commercial deposit products. These charges increased $58,000 or 1.5% in
2003 to $3.9 million. This compares to $3.8 million for 2002. Mortgage banking income totaled $1.7 million,
an increase of $45,000 or 2.7% from 2002 levels, as favorable low mortgage interest rates continued through
much of 2003. Mortgage banking income is comprised of mortgage origination fees, mortgage servicing
income, and net gains on sale of mortgage loans. The company realized $274,000 in the sale of some of its
investment securities in 2003. Security transactions are an integral part of balance sheet and interest rate
risk management activities. Noninterest income represents 15.2% of total revenues as compared to 16.5% in
2002. This decrease is a result of certain one-time items recognized in 2002.

Noninterest Expense

Noninterest expense increased $2.2 million, or 8.9%, to $27.3 million in 2003. Salaries and employee
benefits represent the largest category of noninterest expense and totaled $14.0 million in 2003, an increase
of $1.5 million or 12.1%. This increase was necessary as the Company continued to build the infrastructure
needed to create a strong control environment and to attract and retain qualified personnel. Management
believes this combination of controls and expertise will create a stronger earnings base for more efficient
operations in the future. Other operating expenses include $714,000 in legal fees and expenses related to
other real estate and $1.5 million in data processing expenses. The current data processing system is under
evaluation to identify cost savings and position the company for future growth while minimizing increased
data processing costs.
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Results of Operations Year ended December 31, 2002'Compared to the“Year ended December 31, 2001:

Net earnings increased $312,000 or 149.3% to $521,000 in 2002 compared to $209,000 in 2001.
Although total revenues decreased by 14.4%, this decrease was offset by a decrease in total expenses of

17.9% for 2002 as compared to the prior year. Provision expense increased 6.6% during that same time
period.

Net interest income increased $241,000 or 1.0%, to $24.2 million in 2002 from $24.0 million in 2001,
In 2002, the Federal Reserve continued to reduce the Federal Funds rate from 1.75% at the end of 2001 to
1.25% at the end of 2002. This reduction followed the 475 basis point reduction in the Federal Funds rate in
2001. As we continued to operate in this low rate environment, increased prepayments on both loans and
investment securities adversely affected net interest income.

Interest income decreased 18.9% in 2002 to $42.8 million. The decrease was primarily attributable to
the decline in the yield on average earning assets, which fell to 6.79% in 2002 from 8.61% in 2001 and
reduced interest income $11.7 million. The decline in yield is a result of the decline in market interest rates.

Alower yield on loans was the primary factor driving the decrease in the earning assets yield. The yield
on loans was 7.48% in 2002, compared to 9.39% in 2001. The increased level of non-performing loans also
heavily contributed to this decline in interest income as lost interest totaling $1.2 million due to loans in a
non-accrual status was not realized, an increase of $297,000 over the 2001 total of approximately $855,000.
Non-accrual loans increased $5.8 million over the prior year.

The reduction in interest income due to declining market interest rates was offset by the decline in
interest expense. This expense reduction resulted from the repayment of higher-cost deposits and
borrowings. Interest expense decreased $10.3 million or 35.5% in 2002 compared to 2001. The average rate
paid for interest-bearing liabilities decreased from 4.63% in 2001 to 2.89% in 2002. This accounted for a $9.8
million decrease in interest expense and was due primarily to the falling interest rate environment
previously discussed. |

The Company’s net interest spread and net yield on earning assets were 3.90% and 3.84%
respectively, in 2002 as compared to 3.98% and 3.90% in 2001. Net interest spread represents the difference
in the yield on earning assets and the rate paid on interest bearing liabilities. Net yield on earning assets is
net interest income divided by average earning assets. Margin contraction resulted from the asset sensitive
bias of the balance sheet given the significant reduction in market interest rates coupled with asset quality
deterioration. More detail on changes in interest income and interest expense due to changes in rates is
shown on page 23.

The provision for loan losses was $6.8 million for 2002 compared to $6.4 million in 2001, a 6.3%
increase. The increase in the provision was attributable to the increase in classified loans and net charge-
offs. Net loan charge-offs were $6.8 million in 2002 compared to $3.5 million in 2001. Charge-offs increased
due to increased losses in commercial, real estate and consumer loans. Loan classifications increased due to
the economic downturn and management's aggressive identification actions on loans to borrowers which
otherwise are able to make principal and interest payments, but, upon review, appear to have financial
weaknesses.
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Loans

The following table presents various categories of loans contained in our banks’ loan portfolios for
the periods indicated and the total amount of all loans for such period:

December 31,
Type of Loan 2003 2002 2001 2000 1999
($ in thousands)

Real estate-construction and

development $83211 $ 71,907 - $ 73713 $ 73706 $ 80,789
Real estate-1 to 4 family residential 158,116 169,220 181,675 181,723 157,820
Real estate other 106,483 93,894 68,089 63,450 49,708
Commercial, financial and

agricultural 157,470 145,409 142,122 131,548 102,385

Consumer 39,258 44,978 57,517 58,156 50,643
Other 638 1,103 1,115 1,396 1,744
Total loans 550,923 526,511 524,231 509,979 443,089
Unearned income and deferred fees (358) (296) {1,986) (2,762) (2,773)

Total loans, net of unearned $550565 $526215 $522245 $507217 $440316

income and deferred fees

Total loans at December 31, 2003 were $550.6 million, compared to $526.2 at year-end 2002 and
represented 76.0% of average earning assets in 2003 and 83.4% in 2002. Loan growth was $24.4 million, or
4.6%, during 2003, and $4.0 million, or 0.8%, during 2002. This growth was concentrated in our Williamson
County market. Management’s continued focus on improving asset quality detracted from business
development efforts in other markets we serve.

At December 31, 2003, 1-4 family residential real estate loans constituted 28.7% of total loans and
construction and development loans constituted 15.1% of total loans. It is our philosophy to pursue real
estate lending as our core type of lending relationship. Of our combined loan portfolio, 63.2% is secured by
residential and other real estate

The following is a presentation of an analysis of maturities of loans as of December 31, 2003:

Dueinlyear Dueinlto5  Due After5

Type of Loan or less Years Years Total
' ($ in thousands)
Real estate-construction &
development $ 66,152 $ 16854 $ 205 $ 83,211
Real estate-1-4 family residential 34,800 65,118 58,198 158,116
Real estate-other 15,575 62,074 28,834 106,483
Commercial, financial and
agricultural 64,900 70,650 21,920 157,470
Consumer 15,471 23,395 392 39,258
Other 2,041 1,208 3,136 6,385
Total gross loans $ 198939 $ 239,299 $ 112,685 $ 550,923
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At December 31, 2003, $233.1 million in loans due after one year had predetermined interest rates
and $118.9 million in loans due after one year had floating interest rates.

Allowance for Loan Losses and Asset Quality

The provision for loan losses represents charges made to earnings to maintain an adequate
allowance for loan losses. The allowance is maintained at an amount believed by management to be
sufficient to absorb inherent losses in the loan portfolio. Factors considered in establishing an appropriate
allowance include an assessment of the financial condition of the borrower, a determination of the value
and adequacy of underlying collateral, the condition of the local economy and the condition of the specific
industry of the borrower, an analysis of the levels and trends of loan categories, and a review of delinquent
and classified loans. We apply a systematic process for determining the adequacy of the allowance for loan
losses, including an internal loan review function and a quarterly analysis of the adequacy of the allowance.
Our quarterly analysis includes determination of specific potential loss factors on individual classified
loans, historical potential loss factors derived from actual net charge-off experience and trends in
nonperforming loans, and potential loss factors for other loan portfolio risks such as loan concentrations,
local economy, and the nature and volume of loans.

An analysis of our loss experience is furnished in the following table for the periods indicated:

Years Ended December 31,
2003 2002 2001 2000 1999
Balance at beginning of year $ 9,062 $ 9,023 $ 6,137 $ 5146 $ 4,012
Increase due to acquisitions - . - - 58 152
9,062 9,023 6,137 5,204 4,164
Loans charged-off:

Real estate-construction & development (596) (679) (258) (73) --
Real estate-1 to 4 family (498) (598) (295) (414) (117)
Real estate-other 491) (496) (608) (62) --
Commercial, financial & agricultural (2,083) (3,670) (1,553) (614) (123)
Consumer (1,464) (1,806) (1,052) (704) (518)
Other . a1 (150) (137) — -
Total charge-offs $ (5143) 3 (7.399) $ (3903) $(1.867) $ (758)

Charge-offs recovered:
Real estate - construction & development 37 137 19 - -
Real estate - 14 family 5 53 34 5 9
Real estate - other 162 47 29 32 -
Commercial 379 180 112 10 19
Consumer 230 214 156 117 89
Other 103 7 62 - -
Total recoveries $ 916 $ 638 412 164 117
Net loans charged-off (4,227) (6,761) (3,491) (1,703) (641)
Current year provision 3,579 6,800 6,377 2,636 1,623
Balance at end of year $ 8414 9062 $ 9023 $ 6137 $ 5146
Loans at year end $550,565 $526,215 $522,245 $507,217 .$440,316
Ratio of allowance to loans at year end 1.53% 1.72% 1.73% 1.21% 1.17%
Average loans $548,071 $520,825 $512,918 $476,339 $374,716
Ratio of net loans charged off to average loans 0.77% 1.30% 0.68% 0.36% 017%
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The recorded values of loans actually removed from the consolidated balance sheets are referred to
as charge-offs and, after netting out recoveries on previously charged-off assets, become net charge-offs.
Our policy is to charge off loans, when, in management’s opinion, the loan is deemed uncollectible,
although concerted efforts are made to maximize recovery. Net charge-offs decreased $2.6 million in 2003
to $4.2 million, which compares to $6.8 million in 2002. Our level of net charge-offs to average loans was
0.77% in 2003 and 1.30% in 2002. Economic conditions, on a local and a national level, have adversely
affected borrowers, particularly those that were marginally capitalized. During 2003, the provision for loan
losses of $3.6 million was $3.2 million less than the preceding year. Factors which caused the decreased
provision in 2003 were reduced levels of net charge-offs, reduced level of non-performing assets and a
reduction in past due balances.

The level of non-performing loans is an important element in assessing asset quality and the
relevant risk in the credit portfolio. Non-performing loans include non-accrual loans, restructured loans
and loans delinquent 90 days or more. Loans are classified as non-accrual when management believes that
collection of interest is doubtful. When loans are placed on nonaccrual status, all unpaid accrued interest is
reversed. Another element associated with asset quality is foreclosed properties, (carried as other real estate
on the balance sheet), which represent real estate or personal property acquired through loan defaults by
customers.

The following table presents information regarding nonaccrual, past due and restructured loans,

and foreclosed properties at the dates indicated: :
: December 31,

2003 2002 2001 2000 1999

Loans accounted for on a non-accrual
basis $12,362  $18435 $12625 $ 5608 $ 2,446

Accruing loans which are
contractually past due 90 days or

more as to principal and interest 3 - 1,168 345 241
payments .
Restructured loans $ - $ 223 $ 252 $ - $ 693
Total nonperforming loans 12,365 18,658 14,045 5,953 3,380
Foreclosed properties 3,793 6,338 7,330 3,142 2,400

Total non-performing loans were $12.4 million at December 31, 2003, a decrease of 33.7% from the
$18.7 million at December 31, 2002. Non-performing loans were 2.2% and 3.5% of loans at December 31,
2003 and 2002, respectively. To total assets, non-performing loans were 1.5% and 2.6% for the same time
periods. The ratio of allowance to non-performing loans at December 31, 2003 and December 31, 2002 was
68% and 49%, respectively. The dollar decrease in non-performing loans during 2003 is due to
management’s concerted efforts to improve credit quality. Additional interest income of approximately
$619,000 in 2003, $1.2 million in 2002, and $855,000 in 2001 would have been recorded if all loans accounted
for on a non-accrual basis had been current in accordance with their original terms.

Management has internally classified an additional $21.2 million in loans as substandard based
upon other possible credit problems. These loans are not included in the above amounts. These loans are
performing loans but are classified as substandard due to payment history, decline in the borrowers’
financial position or decline in collateral value. Loans classified as substandard are inadequately protected
by the current sound worth and paying capacity of the obligor or the collateral pledged, if any. Loans so
classified must have a well-defined weakness or weaknesses that jeopardize the liquidation of the debt.
Loans classified as doubtful have all the weaknesses inherent in one classified substandard, with the added
characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing
facts, conditions and values, highly questionable and improbable. Doubtful loans totaled $1.5 million at
December 31, 2003. Loans classified as loss are considered uncollectible and of such little value that their
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continuance as bankable assets is not warranted. There were no loans classified as loss as of December 31,
2003, ' :

As of December 31, 2003, there are no loans classified by our regulators or management as loss,
doubtful or substandard that have not been disclosed above or which represent or result from trends or
uncertainties which management reasonably expects will materially impact future operating results,
liquidity, or capital resources, or represent material credits about which management is aware of any
information which causes management to have serious doubts as to the ability of such borrowers to comply
with the loan repayment terms.

Non-performing loans, net charge-offs and foreclosed properties decreased during 2003, and as of
December 31, 2003, management believes the allowance for loan losses and the carrying value of foreclosed
properties is properly stated. Substantial resources have been devoted to identifying, grading and valuing
problem assets during the past two years. Although it is likely that the Company will continue to have
asset quality problems in 2004, management believes that identifiable problem assets have been
appropriately provided for in the accompanying financial statements.

The allocation of the allowance for loan losses by loan category at December 31, for the years
indicated is presented below:

As of December 31
2003 2002 2001
Percent of Percent of Percent of
loans in loans in loans in

category to category to category to

: Amount totalloans Amount totalloans Amount totalloans
Real estate - construction & development $ 826 15% $1,541 14% $ 1,444 14%
Real estate - 1-4 single family 1,752 29% 725 32% 541 35%
Real estate - other 1,013 19% 634 18% 722 13%
Commercial, financial and agricultural 3,601 29% 3,262 28% 3,519 27%
Consumer 1,075 7% 2,628 8% 2,166 11%
Other _ 109 1% 181 0% 180 0%
Unallocated 38 NA 91 NA 451 NA
Total $ 8414 100% $ 9062 100% $_ 9,023 100%

As of December 31, 2003, real estate mortgage loans constituted 63% of outstanding loans.
Approximately $143.5 million, or 90.8%, of this category represents first mortgage residential real estate
mortgages where the amount of the original loan generally does not exceed 80% of the appraised value of
the collateral. We have $83.2 million in construction and development loans, which are primarily related to
the home building industry in Shelby, Williamson, Davidson and Sumner Counties, Tennessee. The
remaining portion of this category consists primarily of commercial real estate loans. Approximately 29%
of the loan portfolio is in the category of commercial, financial and agricultural. Risk of loss for these loans
is generally higher than residential loans. Therefore, management has allocated a significant portion of the
allowance for loan losses to this category. The ratio of the allowance for loan losses to total loans was 1.53%
at the end of 2003 compared to 1.72% at December 31, 2002.

Securities

Our banks’ securities portfolios are primarily used as a source of liquidity. Total securities were
$203.4 million at year-end 2003 compared to $90.5 million at December 31, 2002, an increase of $112.9
million from year-end 2002. Much of this growth was a result of the leverage strategies facilitated by the
addition of new equity capital with the balance coming from more efficient funds management and a
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corresponding decrease in federal funds sold. Average investment securities were $154.7 million and $62.1
million, respectively for the years ended December 31, 2003 and 2002. The securities portfolio comprised
24.4% of total assets at year-end 2003. Growth of the investment securities portfolio in 2004 will depend on
our loan and deposit growth, changes in the yield curve and reinvestment rates. It is currently anticipated
that the investment securities portfolio will remain approximately the same percentage of assets in 2004.

- Ourbanks’ policy guidelines are designed to minimize credit, market and liquidity risk. Securities
must be investment grade or higher to be purchased. AtDecember 31, 2003, the investment portfolio had a
net unrealized gain of $904,000 compared to $669,000 at December 31, 2002. Approximately 52.35% of
securities held at year-end 2003 were pledged to secure public deposits, Federal Home Loan Bank
borrowings, repurchase agreements and for other purposes as required or permitted by law. Other than
commitments to originate or sell mortgage loans, our banks do not invest in off-balance sheet or derivative
financial instruments.

We invest primarily in obligations of the United States or obligations guaranteed as to principal
and interest by the United States, other taxable securities and in certain obligations of states, counties and
municipalities (“SCM”). The majority of the mortgage-backed securities are instruments of U.S.
Government agencies. In addition, we enter into federal funds transactions with our principal
correspondent banks, and act as a net seller of such funds. We do not hold securities of any single issuer
that exceeded ten percent of shareholders’ equity. '

The following tables present, for the periods indicated, the carrying amount of our securities
portfolio, including mortgage-backed securities, segregated into available for sale and held to maturity
categories. ‘

At December 31, ‘
208 2002 2001
(Dollars in thousands) '

Available for sale: _ : .
US. Government and agencies . ‘ $ 10,116 $ 6923 $ 25,222

Obligations of SCM 149 723 3933
Mortgage-backed ’ 127,641 69,524 10,467
Marketable equity securities 1,091 1,108 1,329
Other debt securities 500 773 1,863
Total available for sale 140,844 79,051 42,814
Held to maturity: _ '
U.S. Government and agencies 1,139 3,398 6,297
Obligations of SCM 17,748 2,823 918
Mortgage-backed - 40,729 2,651 2,912
Other debt securities 2911 2,616 2,608
Total held to maturity : 62,527 11,488 12,735 -
Total securities ’ 203,371 90,539 5,549
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The following table indicates, for the year ended December 31, 2003, the amount of investments
due in (1) one year or less, (2) one to five years, (3) five to ten years, and (4) over ten years:

lyror 5t0 10 Over
less  Yield lBtol >yrs Yield yrs ~ Yield  10yrs Yield Total
Balance | paance Balance ~___Balance Balance
(Dollars in Thousands)
Available for sale: _ ,
US. Government and agencies '$ 4,504 0.93% $ 5500 2.20%$ - -$ 112 786% $ 10,116
Obligations of SCM N - 464  4.68% 1,032 4.04% 1,496
Mortgage-backed - - 1,504 5.08% 19,563 5.04% 106574  4.89% 127,641
Marketable equity securities(2) Co- - - - - - 1,091 2.09% 1,091
Other | - - - - - - 500  9.55% - 500
Held to maturity: , o o o
Us. Govemmt}éh t and agencies - - 435  4.83% 698 - 4.50% - 6 2.25% 1,139
Obligations of SCM - - 1,065  4.59% 1,241 391% 15442 3.73% 17,748
Mortgage-backed - - 55 7.00% 10236 5.25% 30438  545% 40,729
Other 1,006 5.36% - - - - 1,905 8.02% 2,911
Totals : $ 5510 - $ 8,559 $ 32,202 $ 157,100 $ 203,371

(1) Yields are presented based on adjusted cost basis of securities available for sale.
(2) Marketable equity securities are included in the over 10 year category as there is no maturity.

Deposits

Deposits are our primary source of funding asset growth. Deposits were $671.6 million at December
31, 2003 and averaged $645.0 million for the year 2003. This compares to year-end deposits of $593.0 and
average deposits of $572.8 in 2002. We believe we have the ability to generate deposit growth within our
local markets as loan demand dictates.

‘Total deposits grew at a rate of 13.3% during 2003, an increase of $78.6 million, resulting from an
increase in brokered deposits of $57.4 million which were used to fund a portion of the leveraged
transactions. Deposit growth was greater than loan growth in 2003, resulting in a decrease in loan to
deposit ratio from 88.7% at year end 2002 to 82.0% at year end 2003. The increase in deposit growth over
loan growth resulted in an increase of securities of $54.2 million at the end of 2003. We will continue to
target low-cost deposits to minimize interest expense and for their potential for providing deposit fee
income.

Average amount of and average rate paid for our deposits for year-end 2001, 2002 and 2003 are
represented by deposit category on the table on pages 22 through 23.

~ The following table indicates amounts outstanding of time certificates of deposit of $100,000 or more
and respective maturities for the year ended December 31, 2003:

Time Certificates of Deposit

(In thousands)
3 months or less - $ 46,009
3-6 months 35,930
6-12 months 30,962
Over 12 months 90,609
Total $ 203,510
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Borrowings

In 2003, our bank subsidiaries began to offer repurchase agreements to their customers.
Repurchase agreements are short-term borrowings, generally maturing overnight, where the bank sells
investment securities with the intent to repurchase them back with a predetermined maturity date. These
short-term borrowings averaged $11.2 million for 2003. See note 9 for more information about repurchase
agreements. :

We also use FHLB borrowings to complement our funding needs. Our long-term strategy has been
to be competitive on popular deposit products such as money market demand accounts and certificates of
deposit. FHLB advances, while typically more costly than deposit funding, are typically the lowest cost
borrowed funds available to institutions such as our banks. As of December 31, 2003, the balance of FHLB
borrowings totaled $51.9 million, of which $852,000 mature before December 31, 2004.
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CIVITAS BANKGROUP, INC.

Consolidated Average Balance Sheets, Net Interest Revenue and
Changes in Interest Income and Interest Expense

The following table shows the consolidated average monthly balances of each principal category of assets,
liabilities and stockholders' equity of the Company, and an analysis of net interest revenue, and the change
in interest income and interest expense segregated into amounts attributable to changes in volume and
changes in rates.

2003 2002 2003/2002 Change
: Average Interest Revenue/ Average Interest Revenue/ Dueto Due to
Balance Rate Expense Balance Rate Expense  Volume Rate(1) Total

Net loans (2 and 3) $548,071 6.48%  $ 35542  $520,825 748%  $ 38,977 2,039 (5475)  (3/436)
Securities 154,713 3.43% 5,302 62,135 4.63% 2,877 4,287 (1862) 2425
Federal funds sold 10,506 0.97% 102 38,060 1.62% 616 {446) 68) (514)
FHLB and FRB stock 5214 4.33% 226 4,871 4.78% 233 16 (23) 7
Interest-bearing deposits in banks 5,924 1.76% 104 4,860 2.98% 145 32 (73) (41)
Total earning assets 724,428 570% $ 41,276 630,751 6.79% $ 42,848 5,928 (7,501)  (1,573)
Cash and due from banks 18,793 22,576
Allowance for loan losses (8,/431) (9,078)
Other assets 45,276 46,361
Total assets $780,066 $690,610
Deposits:
NOW investments $76,286 0.72% 549  § 64,558 1.20% 774 141 (366) (225)
Money market investments 115,167 1.11% 1,277 116,840 2.30% 2,692 (39 (1,376)  (1,415)
Savings 29,181 097% - 282 23,488 19% 467 113 (298) (185)
Time deposits $100,000 and
over 172,700 2.84% 4,907 116,945 3.70% 4,326 2,062 (1,481) 581
Other time deposits 189,754 2.86% 5,419 197,873 3.37% 6,661 (273) (968)  (1,241)
Total interest-bearing
deposits 583,088 213% 12,434 519,704 2.87% 14,920 2,004 (4,489) (2/485)
Non interest-bearing demand ‘
deposits 61,935 - 53,105 -
Total deposits 645,023 1.93% 12,434 572,809 2.60% 14,920 2,004 (4489) (2,485)
Fed Funds purchased and
repurchase agreements 12,223 0.96% 117 2,985 1.81% 54 167 (104) 63
Notes payable 5,272 7.95% 419 6,211 7.55% 469 71) 21 (50)
FHLB advances and other
borrowings 51,842 4.85% 2,516 50,890 4.99% 2,538 0 (22) (22
Subordinated debentures ‘12,000 4.93% 591 12,000 5.52% 662 0 (1) (71)
Total deposits and borrowed
funds 726,360 2.21% 16,077 644,899 2.89% 18,643 2,100 (4,665)  (2,565)
Other liabilities 4,796 5,744
Shareholders' equity 48,910 39,967
Total liabilities and
shareholders' equity $780,066 $690,610
Net interest income $ 25199 $ 24,205 3,828 (2,906) 922
Net yield on earning assets 3.48% 3.84%

1 Changes in interest income and expense not due solely to balance or rate changes are included in the rate category.

2 Interest income includes fees on loans of $1,558 in 2003 and $2,057 in 2002.

3 Nonaccrual loans are included in average loan balances and the associated income (recognized on a cash basis) is included in interest.
* No taxable equivalent adjustments have been made since the effect of tax exempt income is insignificant.




CIVITAS BANKGROUP, INC.

Consolidated Average Balance Sheets, Net Interest Revenue and
Changes in Interest Income and Interest Expense

The following table shows the consolidated average monthly balances of each principal category of assets,
liabilities and stockholders’ equity of the Company, and an analysis of net interest revenue, and the change
in interest income and interest expense segregated into amounts attributable to changes in volume and
changes in rates.

(Dollars in Thousands)
December 31, 2002 ".December 31, 2001 - 2002/ 2001 Change

Average Interest Revenue/ Average Interest  Revenue/ Due to Due to

Balance Rate Expense Balance Rate Expense Volume Rate (1) ‘Total
Net loans (2 and 3) $ 520,825 7.48% $38977 $ 512918 9.3%% $ 48,155 742 (9,920)  (9,178)
Securities 62,135  4.63% 2,877 32344 6.05% 1,958 1,802 (883) 919
Federal funds sold 38,060 1.62% 616 37,222 3.30% 1,227 28 (639) (611)
FHLB and FRB stock 4,871  4.78% 233 4,513 8.27% 373 30 (170) (140)
Interest-bearing deposits in banks - 4860  298% 145 - 26739 4.31% 1,152 (943) (64) (1,007

Total earning assets . © 630,751 679% $42,848 613,736 - 8.61% $ 52,865 | 1,659  (11,676) (10,017)
Cash and due from banks 22,576 20,295
Allowance for loan losses (9,078) : - (7,027)

Other assets 46,361 . : 44,686

Total assets $ 690,610 : ‘ $671,690

Deposits: ) . . :
NOW investments , $ 64,558 1.20% $ 774 40467 229% $ 925 $ 552 $ (703) $ (151)
Money market investments 116,840  230% 2,692 106,954 3.42% 3,656 338 (1,302) (964)
Savings 23,488  1.99% 467 15,819  2.86% 453 219 (205) 14
Time deposits $100,000 and over 116,945  3.70% 4,326 126,854  5.40% 6,581 (535)  (1,990) (2,525) .
Other time deposits 197,873  3.37% 6,661 211,014  6.04% 12,745 (794) (5,290) . (6,084)

Total interest-bearing deposits 519,704 2.87% 14,920 501,108 4.92% 24,630 (220 (9,490) (9,710)
Noninterest-bearing demand deposits 53,105 - - 49461 ‘ -

Total deposits 572,809 2.60% 14,920 550,569  4.47% 24,630 (220) (9490) (9,710)
Fed Funds purchased $ 2989 181% $ 54 $ 6305 423% $ 267 $ (140) $ (73) $.(213)
Notes payable . 6211 7.55% 469 - 7934 8.00% 635 (138) - 28)  (166)
FHLB advances and other

borrowings 50,890 4.99% 2,538 49,736  5.29% 2,629 1 (92) (91)
Subordinated debentures . 12,000  5.52% 662 9,600 7.71% 740 2 (80) (78)
Total aeposits and borrowed funds 644,899  2.89% 18,643 624,144  4.63% 28,901 {495) 9,763y (10,258)
Other liabilities 574 - L7490
Shareholders’ equity 39,967 . 40,056
*" Total liabilities and sharehoidérs’

- Equity . o $ 690,610 SRR : $ 671,690
Net interest income $ 24,205 $ 23,964 $2154 $(1,913) '$ 241
Net yield on earning assets 3.84% 3.90%

Changes in interest income and expense not due solely to balance or rate changes are included in the rate category.

Interest income includes fees on loans of $2,057 in 2002 and $2,283 in 2001.

Nonaccrual loans are included in average loan balances and the associated income (recognized on a cash basis) is included in interest.
No taxable equivalent adjustments have been made since the effect of tax exempt income is insignificant.

* G R R

23.




Equity and Capital Resources

Shareholders’ equity totaled $54.7 million at year-end 2003. The increase in equity is attributable to
the proceeds of the issuance of common stock of $8.9 million, net earnings of $1.1 million, and proceeds
from the exercise of stock options totaling $398,000, offset by dividends paid of $973,000 and a decrease in
other comprehensive income of $163,000.

'The Company’s principal regulators have established minimum risk-based capital requirements and
leverage capital requirements. These guidelines classify capital into two categories of Tier I and total risk-
based capital. Total risk-based capital consists of Tier I (or core) capital (essentially common equity less
- intangible assets) and Tier II capital (essentially qualifying long-term debt, of which the Company and
subsidiary banks have none, and a part of the allowance for loan losses). In determining risk-based capital
requirements, assets are assigned risk-weights of 0% to 100%, depending on regulatory assigned levels of
credit risk associated with such assets. Subordinated debentures are allowed to be counted in Tier I capital,
subject to certain limitations. At December 31, 2003, the Company’s total risk-based capital ratio was
13.53% and its Tier I risk-based capital ratio was approximately 12.27% compared to ratios of 12.18% and
10.92%, respectively at December 31, 2002. At December 31, 2003, the Company had a leverage ratio of
7.86%, compared to 7.95% at December 31, 2002.

The Company and its subsidiaries, Cumberland Bank, BankTennessee and Bank of Dyer, have
agreed with or committed to bank regulatory officials to take various actions, including to reduce the level
of criticized or non-performing loans, to improve loan underwriting, problem loan resolution and
collection, and strategic and capital planning, to obtain prior regulatory approval before incurring
additional holding company indebtedness, repurchasing shares, or paying dividends from certain
subsidiary banks to the holding company or from the holding company to shareholders, and to maintain
certain capital levels at subsidiary banks in excess of those required for well capitalized status. The most
restrictive of these provisions would require the Company to maintain a Tier I leverage ratio of at least 7.0%
at BankTennessee, Bank of Dyer and Cumberland Bank. The Company and its subsidiaries believe they
were in compliance in all material respects with these agreements at December 31, 2003. The Company and
its subsidiaries intend to continue to comply with these agreements, and the Company received approval to
pay its fourth quarter dividend which was paid in the first quarter of 2004. The Company believes that the
proceeds of its private placement, earnings from operations and available funds will be sufficient to allow
the Company to meet all these commitments and the requirements for well-capitalized status through the
end of 2004. However, the Company’s regulators have considerable discretion in determining whether to
grant required approvals, and no assurance can be given that such approvals will be forthcoming.

. The Company issued $8 million of subordinated debentures in December 2000, and another $4
million during July 2001. As disclosed in note 12 to the consolidated financial statements, these securities
are included in Tier I Capital, with certain limitations. Their holders are also entitled to receive
distributions based on a variable interest rate applied to the original investment.

Items that represent common stock equivalents include 645,890 common stock options outstanding

at December 31, 2003. We plan to continue granting stock options to selected officers, directors, and other
key employees.
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Return on Equity and Assets

Returns on average consolidated assets and average consolidated equity for the periods indicated
are as follows:

Years Ended

December 31,
2003 2002 2001
Return on average assets 0.14% 0.08% 0.03%
Return on average equity 2.25% 1.30% 0.52%
Average equity to average assets ratio 6.27% 5.79% 5.96%
Dividend payout ratio 88% 160% - 397%

Liquidity

It is a primary concern to depositors, creditors, and regulators that the Company and its subsidiaries
demonstrate the ability to have readily available funds sufficient to repay fully-maturing liabilities, fund
loan commitments, pay operating expenses, debt service and provide funds for dividends. Our liquidity,
represented by cash and cash equivalents, is a result of our operating, investing and financing activities. In
order to ensure funds are available at all times, we devote resources to projecting on a monthly basis the
amount of funds that will be required and maintain relationships with a diversified customer base so funds
are accessible. Liquidity requirements can also be met through short-term borrowings or the disposition of
short-term assets, which are generally matched to correspond to the maturity of liabilities. Federal Reserve
guidelines do not require a minimum level of liquidity.

Funds are primarily provided by our banking subsidiaries through cash flows from operating
activities, expansion of our deposit base, short-term borrowings, and the sale or maturity of assets.
Correspondent relationships are maintained with several larger regional banks enabling our subsidiaries to
purchase federal funds when needed. Additionally, our subsidiaries have access to liquidity at the Federal
Home Loan Bank. This additional capacity is secured by blanket collateral agreements on the mortgage
loan portfolio, specific loans and securities held by our banking subsidiaries. Sales and maturities of
securities are other sources of liquidity. Securities designated as available for sale may be sold in response
to changes in liquidity needs, interest rates or prepayment risks.

The parent company’s liquidity is provided through cash dividends from its subsidiaries and its
ability to raise additional funds. On August 18, 2003, the Company concluded a private placement of its
cormunon stock and received $8.9 million after expenses from the subscription of 1,613,922 shares at $5.625
per share for its common stock. The proceeds of this private placement have been utilized to maintain
capital at the Company’s subsidiary banks and for general working capital purposes. As part of the
Company’s agreements with bank regulatory officials, regulatory approval must be obtained prior to the
payment of future dividends to the holding company by certain of the Company’s bank subsidiaries.

The Company’s bank borrowings and subordinated debentures have certain interest payment
requirements and the Company has certain operating expenses, which require dividends or management
fees from the Company’s bank subsidiaries in order to be funded. As discussed above, the Company’s
recent asset quality problems have resulted in regulatory restrictions (approval) on its subsidiaries ability to
make dividends to the Company. The Company anticipates that it will be able to meet required payments
on its outstanding debt and subordinated debentures for the next four quarters through available cash
resources and the additional capital raised in the private placement of its common stock described
elsewhere in this document. However, the Company’s regulators have considerable discretion in
determining whether to grant required approvals, and no assurance can be given that such approvals will -
be forthcoming.
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Off Balance Sheet Activities

At December 31, 2003, the Company had unfunded loan commitments outstanding of $72.8 million
and unfunded lines of credit and letters of credit of $26.9 million. Because these commitments generally
have fixed expiration dates and many will expire without being drawn upon, the total commitment level
does not necessarily represent future cash requirements. If needed to fund these outstanding commitments,
the Company’s bank subsidiaries have the ability to liquidate Federal funds sold or securities available-for-
sale or on a short-term basis to borrow and purchase Federal funds from other financial institutions.
Additionally, the Company’s bank subsidiaries could sell participations in these or other loans to
correspondent banks.

Contractual Obligations
Payments due by period
Less than 1 : More than 5
"~ Total year = 1-3years 3-5years years

Long-Term Debt Obligations $ 56,552 $ 1,652 $ 4600 - $ 11,600 $ 38,700
Capital Leases - - - - -
Operating Leases 2,564 474 961 931 198
Purchase Obligations - - - - -
Other Long-term Liabilities 12,00 - - - 12,00
Total ‘ 71116  $212 $ 5,561 $ 12,531 $ 50,898

Interest Rate Sensitivity

A key element in the financial performance of financial institutions is the level and type of interest
rate risk assumed. Responsibility for managing interest rate, market, and liquidity risk rests with our
corporate Asset/ Liability management Committee (ALCO). A significant measure of interest rate risk is the
relationship of the repricing periods of earning assets and interest-bearing liabilities. The more closely the
repricing periods are correlated, the less interest rate risk we assume. In general, community bank
customer preferences tend to push the average repricing period for costing liabilities to a shorter time frame
than the average repricing period of earning assets, resulting in a net liability sensitive position in time
frames less than one year. A summary of the repricing schedule of our interest earning assets and interest-
bearing liabilities (GAP) at year-end 2003 follows:
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1-90 91-365 1-5years Over5Years Total

Days Days
Dollars in thousands
Interest earning assets: .
Loans, net $ 225,778 $83,743 $203,791 $ 37,253 $ 550,565
Securities available for sale 12,461 28,759 65,676 33,948 140,844
Securities held to maturity 3,137 7,958 24,452 26,980 62,527
Federal funds sold 15,081 - - - 15,081
Interest-earning deposits 3,099 460 392 9% - 4,046
Total interest earning assets. 259,556 120,920 294,311 98,276 773,063
Interest bearing liabilities: : :
Interest bearing demand 189,257 - - - 189,257
deposits . 29,734 - - - 29,734
Savings deposits 94,091 147,877 142,645 - 384,613
Time deposits , \ .0 . 852 13,000 38,000 51,852
FHLB borrowings . - .50 . 750 3,200 700 4,700
Notes payable - 33,886 - - - 33,886
Federal funds purchased and ’ :
repurchase agreements , , ‘
Subordinated debentures 12,000 - - - 12,000
Total interest bearing liabilities 359,018 149,479 158,845 38,700 706,042
Rate sensitive gap (99,462) (28,559) 135,466 59,576 - 67,021
Rate sensitive cumulative gap (99,462) (128,021) 7,445 67,021
Cumulative gap as a percentage
of earnings assets -12.87% -16.56% 0.96% 8.67%

Civitas BankGroup’s primary business is banking and the resulting earnings, primarily net interest
income, are susceptible to changes in market interest rates. Net interest income represented 77.3% of net
revenues (net interest income and noninterest income) for 2003. Likewise, it is management’s goal to
maximize net interest income within acceptable levels of interest rate and liquidity risks. Repricing gap (the
difference between assets and liabilities that reprice within a specific time period) and simulation modeling
(projecting net interest income under various interest rate scenarios and balance sheet assumptions) are the
primary methods the bank uses in analyzing and managing interest rate risk.

Gap analysis attempts to capture the amounts and timing of balances exposed to changes in interest
rates at a given point in time. It does not consider that changes in interest rates do not affect all categories of
assets and liabilities equally or simultaneously. Although our gap table shows a liability sensitive bias, our
position is a bias towards asset sensitivity. The change in rate our deposit base realizes in relation to the
total change in market interest rates is significantly less than that of the asset base. When this is taken into
account, repricing liabilities are substantially shorter in the three and six month time horizons with a more

evenly matched one year gap.

Simulation modeling projects net interest income under various interest rate scenarios based on the
optionality inherent in the balance sheet. At December 31, 2004, with rates unchanged, net interest income
is projected to increase 1.78% over 2003, resulting from the continued repricing of funding sources. The 100
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basis points immediate rise in interest rates produces a 6.81 % increase in net interest income. This assumes
management’s ability to control interest expense.

Both methods are mherently uncertain and cannot precisely estimate net interest income nor predict
the impact of changes in market interest rates on net interest income:. As such, investors are cautioned not
to place undue reliance on such estimates and models.

ITEM 7A. Quantitative and Qualitative Disclosures about Market Risk

Our primary component of market risk is interest rate volatility. Fluctuations in interest rates will
ultimately impact both the level of income and expense recorded on a large portion of our assets and
liabilities, and the market value of all interest-earning assets and interest-bearing liabilities, other than those
which possess a short term to maturity. Based upon the nature of our operations, we do not maintain any
foreign currency exchange or commodity price risk.

The following table provides information about our financial instruments that are sensitive to
changes in interest rates as of December 31, 2003. These market risk sensitive instruments have been
entered into by us for purposes other than trading. We do not hold market risk sensitive instruments for
trading purposes. Amounts described below do not take into account possible loan, security, or interest
bearing deposit renewals or repricing for such renewals. The information provided by this table should be
read in connection with our audited consolidated financial statements and Management's Dlscussxon and
Analysis of Financial Condition and Results of Operation.
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EXPECTED MATURITY DATE

YEAR ENDING DECEMBER 31,
2005to 2007 to 2009 FAIR
(Dollars in Thousands) 2004 2006 2008  Thereafter TOTAL VALUE
INTEREST-EARNING ‘
ASSETS:
Loans, net of unearned
interest:(1)
Variable rate 7 $216,268 5,508 = 2,287 147 224,211 223,632
Average interest rate 4.60% 592%  4.38% 0.00%  4.63%
Fixed rate $93,253 109,124 86,872 37,105 326,354 327,754
Average interest rate 6.56% 7.01% 647% 4.92%  6.50%
Securities(2) $52,312 57,504 32,624 60,928 203,368 203,828
Average interest rate 3.59%  442%  4.44% 468%  4.29%
Federal funds sold . $15,081 .- - - 15081 15,081
Average interest rate -~ 1.00% - - - 1.00%
Interest-earning deposits
in financial institutions = $3,559 392 -0 95 4,046 4,046
Average interest rate 2.38% 3.54%  0.00% 500%  2.55%
INTEREST-BEARING
LIABILITIES: :
Interest-bearing deposits $460,665 83,659 59,279 - 603,603 587,446
Average interest rate 1.49% 3.42% 3.39% - 1.94%
Federal funds purchased $7,336 - - - 7,336 7,336
Average interest rate 1.65% - - - 1.65%
Other borrowings $13,652 4,600 11,600 38,700 68,352 72,769
Average interest rate 483%  536% 573% 484%  5.02%

(1) Loan amounts and weighted average interest rates for loans net out any undisbursed loan proceeds, make no assumptions about loan
prepayments, and do not include the allowance for loan losses.

(2) Securities include our investment in obligations of certain political subdivisions within the State of Tennessee. Average interest rates
have not been adjusted for any federal, state, or municipal tax liability that we may incur.
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ITEM 8. Financial Statements and Supplementary Data

REPORT OF INDEPENDENT AUDITORS

The Board of Directors
Civitas BankGroup, Inc.
Franklin, Tennessee

We have audited the consolidated balance sheets of Civitas BankGroup, Inc. as of December 31, 2003 and
2002, and the related consolidated statements of income, changes in shareholders' equity, and cash flows for
the years then ended. These financial statements are the responsibility of the Company's management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An auditincludes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. Anaudit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the 2003 and 2002 consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Civitas BankGroup, Inc. as of December 31, 2003 and 2002, and
the results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Crowe Chizek and Company LLC
Brentwood, Tennessee
March 5, 2004
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REPORT OF INDEPENDENT AUDITORS

To the Shareholders and Board of Directors
Civitas BankGroup, Inc.
Franklin, Tennessee

We have audited the consolidated statements of income, changes in shareholders’ equity, and cash flows of
Civitas BankGroup, Inc. for the year ended December 31, 2001. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatements. Anaudit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the results
of operations and cash flows of Civitas BankGroup, Inc. for the year ended December 31, 2001, in
conformity with accounting principles generally accepted in the United States of America.

Heathcott & Mullaly, P.C.

Brentwood, Tennessee
March 1, 2002
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CIVITAS BANKGROUP, INC.

Consolidated Balance Sheets
December 31, 2003 and 2002

(Dollars in thousands, except share and per share amounts)

ASSETS:
Cash and due from banks
Federal funds sold
Total cash and cash equivalents

Interest-bearing deposits in other financial institutions
Securities available for sale
Securities held to maturity (fair value $62,984 and
$11,616) ‘ ‘
Loans
Allowance for loan losses
Loans, net

Premises and equipment, net
Restricted equity securities
Other real estate
Investment in unconsolidated affiliates
Goodwill
Accrued interest receivable
Other assets
Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY:
Liabilities:
Deposits
Non-interest bearing
Interest bearing
Total deposits
Notes payable
Federal funds purchased and repurchase agreements
Advances from Federal Home Loan Bank
Accrued interest payable
Other liabilities
Subordinated debentures
Total liabilities

Shareholders’ equity:

Common stock, $0.50 par value; authorized 20,000,000 shares,
shares issued and outstanding 17,135,056 at December 31, 2003
and 15,382,626 at December 31, 2002

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income

Total shareholders’ equity

Total liabilities and shareholders’ equity

2003 2002

$ 19977 $ 21,681
15,081 20,225
35,058 41,906
4,046 9,466
140,844 79,051
62,527 11,488
550,565 526,215
(8,414) (9,062)
542,151 517,153
22,280 23,366
5,478 5,040
3,793 6,338
6,977 6,163
1,596 1,596
3,896 3,922
4,674 6,389

$ 833320 $ 711878
$ 68032 $ 56,639
603,604 536,359
671,636 592,998
4,700 5,500
33,886 -
51,852 50,852
2,350 3,129
2,155 1,926
12,000 12,000
778,579 666,405
8,568 7,691
35,930 27,504
9,877 - 9,749
366 529
54,741 45473

$ 833320 $ 711,878

See accompanying notes to consolidated financial statements.
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CIVITAS BANKGROUP, INC.

Consolidated Statements of Income

Years ended December 31, 2003, 2002 and 2001

(Dollars in thousands, except share and per share amounts)

2003 2002 2001
Interest income:
Loans, including fees $ 35542 $ 38977 $ 48,155
Securities 5,302 2,877 1,958
Deposits in financial institutions 104 145 1,152
Federal funds sold 102 616 1,227
Federal Home Loan Bank dividends 226 233 373
Total interest income 41,276 42,848 52,865
Interest expense:
Deposits 12,434 14,920 24,630
Federal funds purchased and repurchase agreements 117 54 267
Advances from Federal Home Loan Bank 2,516 2,538 2,629
Subordinated debentures 591 662 740
Notes payable 419 469 635
Total interest expense 16,077 18,643 28,901
Net interest income 25,199 24,205 23,964
Provision for loan losses 3,579 6,800 6,377
Net interest income after provision for loan losses 21,620 17,405 17,587
Noninterest income:
Service charges on deposit accounts 3,875 3,817 3,551
Other service charges, commissions and fees 1,793 2,298 1,877
Mortgage banking activities 1,690 1,645 1,328
Net gain on securities transactions 274 461 -
Net gain (loss) on sale of real estate (224) 190 10
Net gain on sale of SBA loans - 37 282
Total noninterest income . 7,408 8,448 7,048
Noninterest expense:
Salaries and employee benefits 13,967 12,461 12,137
Occupancy and equipment 3,697 3,374 3,367
Data processing 1,499 1,505 1,606
Other real estate 714 652 479
Deposit insurance premiums 278 130 152
Other 7177 6,982 6,667
Total noninterest expense 27,332 25104 24,408
Income before income taxes 1,696 749 227
Income tax expense 595 228 18
Net income $ 1101 $ 521 $ 209
Net earnings per share - basic $ 0.07 0.04 0.02
Net earnings per share - diluted 0.07 0.04 0.01

See accompanying notes to consolidated financial statements.



CIVITAS BANKGROUP, INC.

Consolidated Statements of Changes In Shareholders’ Equity
Years ended December 31, 2003, 2002 and 2001

(Dollars in thousands, except share and per share amounts)

Balance at January 1, 2001

Purchase and retirement of common stock
Issuance of common stock in connection with the
acquisition of minority interest of Bank of Mason
Two for one stock split
Exercise of stock options
Dividends ($0.06 per share)
Comprehensive income:
Net income
Other comprehensive income:
Change in unrealized loss on securities available
for sale, net of $146 in deferred income taxes
Total comprehensive income

Balance at December 31, 2001

Issuance of common stock
Exercise of stock options |
Dividends ($0.06 per share)
Comprehensive income;
Net income
Other comprehensive income:
Change in unrealized loss on securities
available for sale, net of $307 in income taxes
Less: adjustment for gains included in net income,
net of $177 in deferred income taxes
Total comprehensive income

Balance at December 31, 2002

Issuance of common stock
Exercise of stock options
Dividends ($0.06 per share)
Comprehensive income:
Net income
Other comprehensive income:
Change in unrealized loss on securities
available for sale, net of $2 in income taxes
Less: adjustment for gains included in net income,
net of $105 in deferred income taxes
Total comprehensive income

Balance at December 31, 2003

See accompanying notes to consolidated financial statements.

Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive Shareholders’

Shares Amount Capital Earnings Income . Equity
6,893,628 $ 3447 $ 25526 $ 10682 $ 179 $ 39,476
(47,000) (24) (259) - - (283)
53,250 27 453 - - 480
6,899,878 3,450 (3,450) - - -
8,480 4 19 - - 23
- - - (830) - (830)
- - - 209 - 209
- - - - 238 238
447
13,808,236 6,904 22,289 10,061 59 39,313
1,342,710 671 4,700 - - 5,371
231,680 116 515 - - 631
- - - (833) - (833)
- - - 521 - 521
. - - - 754 754
- - - - (284) (284)
991
15,382,626 7,691 27,504 9,749 529 45,473
1,620,330 811 8,132 - - 8,943
132,100 66 294 - - 360
- - - 973) - (973)
. - - 1,101 - 1,101
- - - - 6 6
- - - - (169) (169)
938
17.135.056 $___8568 $§ 35930 3 9877 $ 366 $ 54,741




CIVITAS BANKGROUP, INC. |
Consolidated Statements of Cash Flows
Years ended December 31, 2003, 2002 and 2001

(Dollars in thousands, except share and per share amounts)

2003 002 2001
Cash flows from operating activities:
Net income $ 1,101 $ 521 $ 209
Adjustments to reconcile net income to net cash from operating activities:
Provision for loan losses 3,579 6,800 6,377
Depreciation and amortization 1,779 1,698 1,876
Operations of unconsolidated affiliates . (465) 150 505
Origination of mortgage loans held for sale (79,912) (61,824) (47,277)
Proceeds from sale of mortgage loans held for sale 79,178 60,464 42,396
Federal Home Loan Bank stock dividend (226) (233) (373)
Net gain on securities transactions (274) (461) -
Net gain/loss on sale of other real estate 224 (190) (10)
Net change in:
Deferred income taxes 255 . 205 (1,521)
Accrued interest receivable 26 771 951
Accrued interest payable and other liabilities ) (550) (1,038) (716)
Other, net 1,391 (9,275) (102)
Total adjustments 5,005 (2,933) 2,106
Net cash from operating activities 6,106 (2,:412) 2,315
Cash flows from investing activities:
Net change in interest-bearing deposits in financial institutions 5,420 (4,903) 10,425
Purchases of securities available for sale (148,961) (83,088) (38,118)
Proceeds from maturities, pay downs, and calls of securities : ' :
available for sale k ‘ 72,310 23,918 ) 11,108
Proceeds fromisales of securities available for sale 15,038 23,865 ) -
Purchases of securities held to maturity : (70,645) (7,097) (11,632)
Proceeds from maturities, pay downs, and calls of securities
held to maturity 19,394 8,344 7,322
Net change in loans (34,906) (9,431) (21,768)
Investments in unconsolidated affiliates (395) (1,118) (212)
Purchases of premises and equipment, net (693) (1,193) (2,166)
Proceeds from sale of real estate 9,384 9,710 3,942
Net cash from investing activities (134,054) (40,993) : {41,099)
Cash flows from financing activities:
Net change in deposits 78,638 43,574 25,282
Federal funds purchased 1,000 (1,675) (7,900)
Proceeds from Federal Home Loan Bank advances 1,000 1,300 24,652
Repayments of Federal Home Loan Bank advances - (1,300 (20,011)
Proceeds from repurchase agreements ’ 32,886 - -
Proceeds from notes payable _ - - -
Repayments of notes payable (800) (2,159) (1,090)
Proceeds from issuance of subordinated debentures - - 4,000
Dividends paid (927) (830) (795)
Repurchase and retirement of common stock - - {283)
Proceeds from issuance of common stock 9,303 6,002 23
" Net cash from financing activities 121,100 44912 23,878
Net change in cash and cash equivalents (6,848) 2 (14,906)
Cash and cash equivalents at beginning of year R : 41,906 40,399 55305
Cash and cash equivalents at end of year § 35058 8 41906 §_._ 40399
Supplemental disclosure of cash flow information: . )
Interest paid 5 16,856 $ 19,508 $ 29,601
Income taxes paid - ‘ 30 1,253 1,627
Non-Cash Activities:
Issuance of common stock - due to acquisitions - : - 480
Assets acquired through foreclosure 7,063 : 9,388 8,130

See accompanying notes to consolidated financial statements.
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CIVITAS BANKGROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

(Dollars in thousands, except share and per share amounts)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Civitas BankGroup, Inc. conform to accounting principles generally accepted
in the United States of America and to general practices within the banking and financial services
industry. The significant policies are summarized as follows:

Basis of Presentation: The accompanying consolidated financial statements include the accounts of
Civitas BankGroup, Inc. (the Company) and its subsidiaries. Material intercompany accounts and
transactions have been eliminated in consolidation. As further discussed in Note 12, a trust that had
previously been consolidated with the company is now reported separately.

Nature of Operations: Substantially all of the assets, liabilities, and operations presented in the
consolidated financial statements are attributable to the Company’s five subsidiary banks: Cumberland
Bank, BankTennessee, Cumberland Bank South, Bank of Dyer, and Bank of Mason (collectively, the
“Banks”). The Banks provide a variety of banking services to individuals and businesses through their
23 branches located across ten counties in Middle and West Tennessee. Their primary deposit products
are demand deposits, savings deposits, and certificates of deposit, and their primary lending products
are commercial business, real estate mortgage, and installment loans. Other financial services such as-
credit insurance, investment products, consumer loan services, and property and casualty insurance are
also provided by subsidiaries or divisions of the Banks.

Use of Estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Disclosures provided and actual results could differ from those estimates.
The allowance for loan losses and fair value of financial instruments are particularly subject to change.

Cash Flows: Cash and cash equivalents include cash, deposits with other financial institutions under 90
days, and federal funds sold. Net cash flows are reported for loans, deposit and short-term borrowing
transactions. ‘ ‘

Cash and Due From Banks: Deposits in excess of $100 are not insured by the Federal Deposit Insurance
Corporation. Although the Company has several deposit accounts with other banks in excess of this
limit as of December 31, 2003, credit risk is considered nominal.

Included in cash and due from banks are legal reserve requirements, which must be maintained on an
average basis in the form of cash and balances due from the Federal Reserve Bank. Cash on hand or on
deposit with the Federal Reserve Bank of $921 was required to meet regulatory reserve and clearing
requirements at year-end 2003. These balances do not earn interest. ‘
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December 31, 2003 and 2002
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Securities: Debt securities are classified as held to maturity and carried at amortized cost when the
Company has the positive intent and ability to hold them to maturity. Debt securities are classified as
available for sale when they might be sold before maturity. Securities available for sale are carried at
fair value, with unrealized holding gains and losses reported in other comprehensive income. Equity
securities with readily determinable fair values are classified as available for sale.

Interest income includes amortization of purchase premium or discount. Gains and losses on sales are
based on the amortized cost of the security sold. Securities are written down to fair value when a
decline in fair value is not temporary.

Loans: Loans that the Company has the intent and ability to hold for the foreseeable future or until
maturity or payoff are reported at the principal balance outstanding, net of unearned interest, deferred
loan fees and costs, and an allowance for loan losses.

Interest income is reported on the interest method and includes amortization of net deferred loan fees
" and costs over the loan term. Interest income on mortgage and commercial loans is discontinued at the
time the loan is 90 days delinquent unless the credit is well-secured and in process of collection.
Consumer loans are typically charged off no later than 180 days pas due. In all cases, loans are placed
on nonaccrual or charged off at an earlier date if collection of principal or interest is considered
doubtful.

All interest accrued, but not received, for loans placed on nonaccrual is reversed against interest
income. Interest received on such loans is accounted for on the cash-basis or cost-recovery method,
until qualifying for return to accrual. Loans are returned to accrual status when all the principal and
interest amounts contractually due are brought current and future payments are reasonably assured.

Allowance for Loan Losses: The allowance for loan losses is a valuation allowance for probable
incurred credit losses, increased by the provision for loan losses and decreased by charge-offs less
recoveries. The Company estimates the allowance balance required using past loan loss experience, the
nature and volume of the portfolio, information about specific borrower situations and estimated
collateral values, economic conditions, and other factors. Allocations of the allowance may be made for
specific loans, but the entire allowance is available for any loan that, in management’s judgment, should
be charged off. Loan losses are charged against the allowance when management believes the
uncollectibility of a loan balance is confirmed. Subsequent recoveries, if any, are credited to the
allowance for loan loss reserve.

The allowance consists of specific and general components. The specific component relates to loans that
are individually classified as impaired. The general component covers non-classified loans and is based
on historical loss experience adjusted for current factors.

A loan is impaired when full payment under the loan terms is not expected. Commercial and
commercial real estate loans are individually evaluated for impairment. If a loan is impaired, a portion
of the allowance is allocated so that the loan is reported, net, at the present value of estimated future
cash flows using the loan’s existing rate or at the fair value of collateral if repayment is expected solely
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CIVITAS BANKGROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

(Dollars in thbusands, except share and per share amounts)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

from the collateral. Large groups of smaller balance homogeneous loans, such as consumer and

residential real estate loans, are collectively evaluated for impairment, and accordingly, they are not
separately identified for impairment disclosures.

Mortgage Banking Activities: The Banks originate mortgage loans for sale and these loans are generally
sold at origination. Loans held for sale are carried at the lower of cost or fair value, on an aggregate
basis. Origination fees are recorded as income when the loans are sold to third party investors. Net
unrealized losses, if any, are recorded as a valuation allowance and charged to earnings.

Premises and Equipment: Land is carried at cost. Premises and equipment are stated at cost less
accumulated depreciation. Depreciation has been computed on straight-line method, based on the
estimated useful lives of the respective asset which range from 3 to 10 years for furniture, fixtures, and
equipment and 5 to 40 years for buildings and improvements.

Restricted Equity Securities: These amounts are stated at cost, and consist primarily of Federal Home
Loan Bank and Federal Reserve Bank Stock.

Foreclosed Assets: Assets acquired through or instead of loan foreclosure are initially recorded at fair
value when acquired, establishing a new cost basis. If fair value declines subsequent to foreclosure, a
valuation allowance is recorded through expense. Costs after acquisition are expensed.

Goodwill: Goodwill results from prior business acquisitions and represents the excess of the purchase
price over the fair value of acquired tangible assets and liabilities and identifiable intangible assets.
Upon adopting new accounting guidance in 2002, the Company ceased amortizing goodwill. Goodwill

is assessed at least annually for impairment and any such impairment will be recognized in the period
identified.

Long-term Assets: Premises and equipment, goodwill, other intangible assets, and other long-term
assets are reviewed for impairment when events indicate their carrying amount may not be recoverable
from future undiscounted cash flows. If impaired, the assets are recorded at fair value.

Loan Commitments and Related Financial Instruments: Financial instruments include off-balance sheet
credit instruments, such as commitments to make loans and commercial letters of credit, issued to meet
customer financing needs. The face amount for these items represents the exposure to loss, before
consideririg customer collateral or ability to repay. Such financial instruments are recorded when they
are funded. Instruments, such as standby letters of credit, that are considered financial guarantees in
accordance with FASB Interpretation No. 45 are recorded at fair value.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Stock Compensation: Employee compensation expense under stock options is reported using the
intrinsic value method. No stock-based compensation cost is reflected in net income, as all options
granted had an exercise price equal to or greater than the market price of the underlying common stock
at date of grant. The following table illustrates the effect on net income and earnings per share if
expense was measured using the fair value recognition provisions of FASB Statement No. 123,
Accounting for Stock-Based Compensation.

: 2003 2002 2001

Net income as reported $ 1,101 $ 521 $ 209
Deduct: Stock-based compensation expense

determined under fair value based method (208) _(130) (202)
Pro forma net income : $ 893 § 391 § 7
Basic eamingé per share as reported .07 0,04 0.02
Pro forma basic earnings per share .06 0.01 0.00
Diluted earnings per share as reported - .07 0.04 0.01
Pro forma diluted earnings per share ' .05 0.01 - 0.01

The pro forma effects are computed using option pricing models, using the following weighted-average
assumptions as of grant date.

2003 2002 2001
Risk-free interest rate 3.44% 4.71% 4.31%
Expected option life 7 yI1s. 7 y1s. 7 y1s.
Expected stock price volatility 8.8% 18% 18%
Dividend yield 0.93% 1.50% 1.46%

Income Taxes: Income tax expense is the total of the current year income tax due or refundable and the
change in deferred tax assets and liabilities. Deferred tax assets and liabilities are the expected future
tax amounts for the temporary differences between carrying amounts and tax bases of assets and
liabilities, computed using enacted tax rates. A valuation allowance, if needed, reduces deferred tax
assets to the amount expected to be realized.

Fair Value of Financial Instruments: Fair values of financial instruments are estimated using relevant
market information and other assumptions, as more fully disclosed in a separate note.
Fair value estimates involve uncertainties and matters of significant judgment regarding interest rates,
credit risk, prepayments, and other factors, especially in the absence of broad markets for particular
items. Changes in assumptions or in market conditions could significantly affect the estimates.

Earnings Per Common Share: Basic earnings per common share is net income divided by the weighted-
average number of common shares outstanding during the period. Diluted earnings per common
share include the dilutive effect of additional potential common shares issuable under stock options.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Comprehensive Income: Comprehensive income consists of net income and other comprehensive
income. Other comprehensive income includes unrealized gains and losses on securities available for
sale, which are also recognized as separate components of equity.

Operating Segments: While the chief decision-makers monitor the revenue streams of the various
products and services, the identifiable segments are not material and operations are managed and
financial performance is evaluated on a Company-wide basis. Accordingly, all of the financial service
operations are considered by management to be aggregated in one reportable operating segment.

Adoption of New Accounting Standards: During 2003, the Company adopted FASB Statement 143,
Accounting for Asset Retirement Obligations, FASB Statement 145, Rescission of FAS Statement 4, 44 and 64,
Amendment of FAS Statement 13, and Technical Corrections, FASB Statement 146, Accounting for Costs
Associated with Exit or Disposal Activities, FASB Statement 149, Amendment of Statement 133 on Derivative
Instruments and Hedging Activities, FASB Statement 150, Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equities, FASB Statement 132 (revised 2003), Employers’ Disclosures
about Pensions and Other Postretirement Benefits, FASB Interpretation 45, Guarantor’s Accounting and
Disclosure Reguirements for Guarantees, and FASB Interpretation 46, Consolidation of Variable Interest
Entities. Adoption of the new standards did not materially affect the Company’s operating results or
financial condition. '

Loss Contingencies: Loss contingencies, including claims and legal actions arising in the ordinary
course of business, are recorded as liabilities when the likelihood of loss is probable and an amount or
range of loss can be reasonably estimated. Management does not believe there now are such matters

than will have a material effect on the financial statements.

Reclassifications: Certain reclassifications have been made to prior year amounts to conform to the
current year presentation.

Dividend Restrictions: Banking regulations require maintaining certain capital levels and may limit the
dividends paid by the banks to the Company or by the Company to shareholders. See Note 14 for more
specific disclosure related to dividend restrictions.

NOTE 2 - INTEREST BEARING DEPOSITS
At December 31, 2003, the Company had demand deposits totaling $2.3 million at the Federal Home

Loan Bank (FHLB). Additionally, the Company held $1.4 million in certificates of deposit with non-
affiliated banks.
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NOTE 3- SECURITIES

The fair value of securities available for sale and the related gross unrealized gains and losses
recognized in accumulated other comprehensive income were as follows:

December 31, 2003

U.S. Treasury and U.S. government
agencies

Obligations of state and political
subdivisions

Mortgage-backed

Marketable equity securities

Other debt securities

Total

December 31, 2002

U.S. Treasury and U.S. government
agencies

Obligations of state and political
subdivisions

Mortgage-backed

Marketable equity securities

Other debt securities

Total

The carrying amount, unrecognized gains an

Gross Gross
Fair Unrealized Unrealized
Value Gains Losses
$ 10116 $ 5 % 2
1,496 26 -
127,641 849 (329)
1,091 - (102)
500 - -
140844 $ 880 $ - (433)
$ 6,923 % 97 % -
723 27 -
69,524 562 (79)
1,108 - (85)
773 19 -
$ 79051 $ 705 $ (164)

d losses, and fair value of securities held to maturity were

as follows:
Gross Gross
December 31, 2003 Carrying Unrecognized Unrecognized Fair
Amount Gains Losses Value
U.S. Treasury and U.S. government
agencies $ 1,139 % 9 3 G 1,143
Obligations of state and political
subdivisions 17,748 292 (284) 17,756
Mortgage-backed 40,729 411 (25) 41,115
Other debt securities 2911 59 - 2,970
Total : $ 62527 § 771 $ (314) $ 62984
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NOTE 3- SECURITIES (Continued)

Gross Gross
December 31, 2002 Carrying Unrecognized Unrecognized Fair
Amount Gains Losses Value
U.S. Treasury and U.S. government
agencies $ 339 3% 39 % (18) $ 3419
Obligations of state and political
subdivisions 2,823 77 - 2,900
Mortgage-backed 2,651 38 8) 2,681
Other debt securities : 2,616 - - 2,616
Total 11,48 $ 154 § (26) $ 11,616
Sales of available for sale securities were as follows: :
2003 2002 2001
Proceeds $ 15038 $ 23865 $ -
Gross gains 274 502 -
Gross losses - 41 -

Contractual maturities of securities at year-end 2003 are shown below. Securities not due at a single
maturity date, primarily mortgage-backed securities, are shown separately.

Held to maturity Available

Carrying Fair for sale
Amount Value Fair Value
Due in one year or less $ - 5 - % 4504
Due from one to five years 1,500 1,548 5,500
Due from five to ten years 1,939 1,977 464
Due after ten years 15,448 15,374 1,144
Mortgage-backed 40,729 41,116 127,641
Marketable equity securities - - 1,091
Other debt securities ‘ 2911 2,969 500

Total $ 62527 $ 62984 140

Securities with carrying amounts of approximately $106,462 at December 31, 2003 and $22,770 at
December 31, 2002 were pledged to secure deposits and for other purposes as required or permitted by
law. :

At December 31, 2003, the Company did not hold securities of any single issuer, other than obligations

of the U. S. Treasury and other U. S. Government agencies, whose aggregate carrying value exceeded
ten percent of shareholders’ equity.
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NOTE 3- SECURITIES (Continued)

Securities with unrealized loss at year end 2003 and the length of time they have been in continuous
unrealized loss positions are as follows:

Less than 12 Months 12 Months or More Total
 Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
Description of Securities
U.S. Treasury and
Government Agencies $ 1,598 $ @ % - $ - $1,598 $ @
Obligations of State and
Political Subdivisions 7,437 (284) - - 7,437 (284)
Mortgage Backed 57,785 (343) 1,062 (11) 58,847 (354)
Equity Securities - - 1,091 (102) 1,091 (102)
Total temporarily
impaired 66,820 $ (634 2153 $  (113) $68.973 $ (747

Unrealized losses on securities have not been recognized into income because the securities are of high
credit quality, management has the intent and ability to hold for the foreseeable future, and the decline
in fair value is largely due to increases in market interest rates. The fair value is expected to recover as
the securities approach their maturity date or market rates change.

NOTE 4- LOANS
A summary of loans outstanding by category follows:
2003 2002
Real estate:
Construction and development $ 83211 $ 71,907
One-to-four family residential properties 158,116 169,220
Commercial 106,483 93,894
Commercial 157,470 145,409
Consumer 39,258 44,978
Other 6,385 1,103
Total loans 550,923 526,511
Net unearned income and deferred fees (358) (296)
Subtotal 550,565 526,215
Allowance for loan losses (8414) (9,062)
Loans, net $ 542151 § 517153

Loans serviced for others, which are not included in net loans, totaled $72,238 and $74,139 at December
31, 2003 and 2002. Loans held for sale totaled $1,651 and $10,442 at December 31, 2003 and 2002 and are
included in one-to four family residential properties in the table above.

43.




CIVITAS BANKGROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

(Dollars in thousands, except share and per share amounts)

NOTE 4- LOANS (Continued)

Certain parties (principally, directors and officers of the Company or the Banks, including their
affiliates, families, and companies in which they hold ten percent or more ownership) were customers
of, and had loans and other transactions with the Banks in the ordinary course of business. The
outstanding balances of such loans totaled $5,737 and $3,922 at December 31, 2003 and December 31,
2002. They did not involve more than the normal risk of collectibility or present other unfavorable
features.

Activity in the allowance for loan losses was as follows:

2003 2002 2001
Balance at beginning of year $ 9,062 % 9,023 % 6,137
Allowance for loan losses due to acquisition - - -
Provision charged to operating expenses 3,579 6,800 6,377
Loans charged off - (5,143) (7,399) (3,903)
Recoveries on previously charged off loans 916 638 412
Balance at end of year | - $ 8414 $ 9062 § 9,023
Impaired loans were as follows:
2003 2002
Year-end loans with no allocated allowance for loan losses $ 422 % -
Year-end loans with allocated allowance for loan losses 20,189 18,435
Total , 20,611 18435
Amount of the allowance for loan losses allocated $ 3772 § 2,765
2003 2002 2001
Average of impaired loans during the year $ 1799 $ 15701 $ 10,649

Cash-basis interest income recognized on impaired loans for 2003, 2002 and 2001 was immaterial.

Nonperforming loans were as follows: 2003 2002 2001
Loans past due over 90 days still on accrual $ 3.5 - 1,168
Nonaccrual loans 12,362 18,435 12,625

Nonperforming loans and impaired loans are defined differently. Some loans may be included in
both categories, whereas other loans may only be included in one category.
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NOTE 5- PREMISES AND EQUIPMENT
The following is a summary of premises and equipment as of December 31, 2003 and 2002.

2003 2002

Land : $ 6,027 $ 5,666
Buildings and improvements 15,568 15,993
Leasehold improvements 844 816
Furniture, fixtures and equipment 9,293 8,291
Automobiles 157 270
Construction in process 32 511
31,921 31,547

Less: Accumulated depreciation _ 9,641 8,181
Net premises and equipment i $ 22280 $ 23366

Depreciation expense related to premises and equipment amounted to $1,779 in 2003, $1,698 in 2002
and $1,876 in 2001.

The Company has entered into various non-cancelable operating lease arrangements in connection with
its operating locations. Based upon these agreements at December 31, 2003, future minimum lease
commitments before considering renewal options that generally are present are as follows:

2004 $ 474
2005 480
2006 482
2007 492
2008 438
Thereafter 198
2,564

Rent expense relating to these agreements which are included in occupancy expense amounted to $381
in 2003, $264 in 2002 and $235 in 2001.

During 2003, the subsidiaries of the Company leased certain premises from related parties. The related
expense from the leases totaled approximately $19.
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NOTE 6- INVESTMENT IN UNCONSOLIDATED AFFILIATES

Investments in unconsolidated affiliates consist of the following at December 31, 2003 and 2002:

2003 2002
Investment in The Murray Banc Holding Company (50% ownership) $ 4,039 % 3,493
Investment in Insurors Bank of Tennessee (50% ownership) 2,677 2,332
Other investments in other unconsolidated affiliates 261 338

$ 6977 % 6,163

The Company uses the equity method of accounting for its investments in unconsolidated affiliates.
The initial investment is recorded at cost and the carrying amount of the investment is increased or

decreased by the Company’s proportionate share of earnings or losses. Any dividends received are
recorded as a reduction in the investment.

Condensed financial information for The Murray Banc Holding Company (TMB) and Insurors Bank
of Tennessee (IBOT) are as follows as of December 31, 2003 and 2002:

CONDENSED BALANCE SHEETS

T™MB IBOT
2003 2002 2003 2002

ASSETS:
Cash and due from banks $ 4367 % 4152 % 1,716 $ 757
Federal funds sold 6,991 8,488 - 325
Securities available for sale 21,320 25,837 11,170 6,191
Securities held to maturity - : 31,491 - - -
Loans, net 66,028 54,631 41,319 33,120
Premises and equipment, net 2,806 2,303 364 515
Accrued interest receivable 738 583 167 151
Restricted equity securities 337 324 473 433
Other assets 4134 123 351 199

Total assets $ 138212 § %441 $ 55560 § 41,691
LIABILITIES AND SHAREHOLDERS' EQUITY:
Liabilities:
Total deposits $ 115532 $ 87,541 % 43319 % 30,971
Borrowings 9,894 1,141 6,731 5,791
Accrued interest payable 303 333 73 206
Subordinated notes and debentures 4,000 - - -
Other liabilities 406 441 83 59
Total liabilities 130,135 89,456 50,206 37,027
Shareholders’ equity 8,077 6,985 5354 4,664

Total liabilities and shareholders’ equity $§ 138212 § 9%.441 $ 55560 $ 41,691
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NOTE 6- INVESTMENT IN UNCONSOLIDATED AFFILIATES (continued)

CONDENSED INCOME STATEMENT

TMB IBOT
2003 2002 2001 2003 2002 2001
Net interest income $ 299 $ 2482 $ 1835 $ 1538 $ 1077 $ 419
Provision for loan losses 166 128 373 75 256 -
Noninterest income 976 662 492 221 77 16
Noninterest expense 2,893 2,249 1,778 1,649 1,554 1,622
Income tax expense 275 261 51 (130) - -
Net income (loss) $§ 611 $ 506 3 125 $ 165 3  (656) $ _ (1.187)

NOTE 7- GOODWILL

Goodwill is no longer amortized starting in 2002. The effect of not amortizing goodwill is

summarized as follows:

Reported net income

Add back: goodwill amortization, net of income tax

Adjusted net income
Basic earnings per share:
Reported net income
Goodwill amortization
Adjusted net income
Diluted earnings per share:
Reported net income

Goodwill amortization

Adjusted net income

2003 2002 2001

$ 1,101 $ 521 § 209

- - 70
$ 1,101 § 521 $ 279
$ 007 % 004 $ 0.02

- - 0.01
$ 007 § 004 % 0.03
$ 007 $ 004 $ 0.01

- - 0.01
$ 007 $ 004 $ 0.02
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NOTE 8- DEPOSITS

A summary of deposits at December 31, 2003 and 2002 is as follows:

2003 2002
Noninterest-bearing demand $ 68032 $ 56,639
Interest-bearing demand 189,257 193,033
Savings 29,734 28,562
Certificates of deposit of $100 or more 203,510 120,796
Other time 181,103 193,968
Total deposits 671,636 592,998
Scheduled maturities of time deposits for the next five years were as follows:

2004 $241,675

2005 51,748

2006 31,911

2007 34,501

2008 24,778

NOTE 9- SECURITIES SOLD UNDER AGEEMENTS TO REPURCHASE

Securities sold under‘agreements to repurchase are secured by securities with a carry amount of $29,590
at year-end 2003. There were no securities sold under agreement to repurchase in 2002.

Securities sold under agreements to repurchase are financing arrangements that mature daily. At
maturity, the securities underlying the agreements are returned to the Company. Information
concerning securities sold under agreements to repurchase is summarized as follows:

2003
Average daily balance during the year $ 11,223
Average interest rate during the year 0.89%
Maximum month-end balance during the year $ 25,232

Weighted average interest rate at year-end 0.80%
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NOTE 10- ADVANCES FROM FEDERAL HOME LOAN BANK

The Federal Home Loan Bank (FHLB) of Cincinnati advances funds to the Company with the
requirement that the advances are secured by qualifying loans, essentially home mortgages (1-4 family
residential). To participate in this program, the Company is required to be a member of the Federal
Home Loan Bank and own stock in the FHLB. The Company has $4.4 million of such stock at
December 31, 2003 to satisfy this requirement.

At December 31, 2003 and 2002, advances from the FHLB totaled $51,852 and $50,852. The interest rates
on these advances ranged from 2.72% to 5.45%. Qualifying loans totaling $121,631and $94,117 were
pledged as security under a pledge agreement with the FHLB at December 31, 2003 and 2002. Securities
totaling $16,814 and $21,670 were also pledged for these borrowings at December 31, 2003 and 2002.

Maturities of the advances from FHLB at December 31, 2003 are as follows:

2004 $ 852
2005 1,000
2006 2,000
2007 -
2008 10,000
Later years 38,000

$ 51,852
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NOTE 11- NOTES PAYABLE

Notes payable consist of the following at year-end:

2003 2002
$2,000 credit facility from a lending institution which bears a variable
rate of interest equal to 90 day LIBOR Rate plus 225 basis points. This
note is currently at its floor rate of 7.50%. Interest is payable quarterly.
Principal is payable in forty equal quarterly payments of $50. The note
is secured by all of the outstanding shares of the capital stock of
Cumberland Bank, BankTennessee, Cumberland Bank South, The Bank
of Dyer and any shares of capital stock the Company ownsinanyother $ 1,700 $ 1,900
banks.

$6,000 credit facility from a lending institution which bears interest ata

rate of 7.50%. Interest is payable quarterly and principal is payable in

ten annual installments of $600 commencing April 1, 2000. The note is

secured by 100% of the common stock of Cumberland Bank,

BankTennessee, and Cumberland Bank South. 3,000 3,600

§ 4700 $ 5500

Minimum annual principal payments for future years are as follows:

2004 $ 800
2005 800
2006 800
2007 800
2008 - 800

Later years 700

4,700

The Company has agreed to certain covenants in connection with the notes payable. These covenants
include, among other things, minimum financial ratios for the Banks. The Banks were in compliance
with all of the provisions of the loan covenants as of December 31, 2003.
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NOTE 12- SUBORDINATED DEBENTURES

On December 29, 2000, Civitas BankGroup, Inc., through Cumberland Capital Trust I and with the
assistance of its Placement Agent, sold to institutional investors $8,000,000 of capital securities.
Cumberland Capital Trust I, a business trust, issued $8,000,000 of Floating Rate Capital Securities.
Holders of the Capital Securities are entitled to receive preferential cumulative cash distributions from
the Trust, at a rate per annum reset quarterly equal to the sum of three month LIBOR plus 350 basis
points. The rate was 4.66% at December 31, 2003. Interest is payable quarterly. The Company can
defer payment of the cash distributions on the securities at any time or from time to time for a period
not to exceed twenty consecutive quarters.

Civitas BankGroup, Inc. has, through various contractual arrangements, fully and unconditionally
guaranteed all of Cumberland Capital Trust I's obligations with respect to the capital securities. These
Capital Securities qualify as a Tier I Capital, subject to certain limitations, and are presented in the
consolidated balance sheets as subordinated debentures. The sole asset of Cumberland Capital TrustI
is $8,000,000 of junior subordinated debentures issued by Civitas BankGroup, Incorporated. These
junior subordinated debentures also carry the same floating rate as the Capital Securities and both
mature on December 25, 2025; however, the maturity of both may be shortened to a date not earlier
than December 25, 2005.

On July 31, 2001, Civitas BankGroup, Inc., through Cumberland Capital Trust Il and with the assistance
of its Placement Agent, sold to institutional investors $4,000,000 of capital securities. Cumberland
Capital Trust II, a Connecticut business trust, issued $4,000,000 of Floating Rate Capital Securities.
Holders of the Capital Securities are entitled to receive preferential cuamulative cash distributions from
the Trust, at a rate per annum reset quarterly equal to the sum of three month LIBOR plus 358 basis
points. The rate was 5.15% at December 31, 2003. Interest is payable quarterly. The Company can
defer payment on the securities at any time or from time to time for a period not to exceed twenty
consecutive quarters.

Civitas BankGroup, Inc. has, through various contractual arrangements, fully and unconditionally
guaranteed all of Cumberland Capital Trust II's obligations with respect to the capital securities. These
Capital Securities qualify as a Tier I Capital, subject to certain limitations, and are presented in the
consolidated balance sheets as subordinated debentures. The sole asset of Cumberland Capital Trust Il
is $4,000,000 of junior subordinated debentures issued by Civitas BankGroup, Inc. These junior
subordinated debentures also carry the same floating rate as the Capital Securities and both mature on
July 31, 2031; however, the maturity of both may be shortened to a date not earlier than July 31, 2006.

Prior to 2003, the trusts were consolidated in the Company’s financial statements, with the trust
preferred securities issued by the trust reported in liabilities as “guaranteed preferred beneficial
interests” and the subordinated debentures eliminated in consolidation. Under new accounting
guidance, FASB Interpretation No. 46, as revised in December 2003, the trusts are no longer
consolidated with the Company. Accordingly, the Company does not report the securities issued by
the trust as liabilities, and instead reports as liabilities the subordinated debentures issued by the
Company and held by the trust, as these are no longer eliminated in consolidation. Amounts
previously reported as “guaranteed preferred beneficial interests” in liabilities have been recaptioned
“subordinated debentures” and continue to be presented in liabilities on the balance sheet. The effect of
no longer consolidating the trust does not significantly change the amounts reported as the Company’s
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assets, liabilities, equity, or interest expense.
NOTE 13- INCOME TAXES

Income tax expense (benefit) consists of the following:

2003 2002 2001
Current federal $ 124 $ 14 3 1,279
Current state 40 9 255
Total current 164 23 1,534
Deferred federal 210 166 (1,283)
Deferred state 45 39 (238)
Total deferred ‘ 255 205 (1,521)
Tax benefits credited to shareholders’ equity - ’ _
related to exercise of stock options 176 - 5
Total income tax expense ' $ 595 $ 228 $ 18

Temporary differences between tax and financial reporting that result in deferred tax assets (liabilities)
included in other assets on the consolidated balance sheet are as follows at December 31, 2003 and 2002:

: 2003 2002

Allowance for loan losses : $ 3378 % 3,535
Deferred loan fees o 138 89
Other ' 224 370
Total deferred tax assets 3,740 3,994
FHLB stock dividends ‘ - (844) $ (734)
Premises and equipment ‘ (492) (495)
Unrealized gain on securities (171) (205)
Loan servicing rights - (33) (84)
Other , (189) (244)
' Total deferred tax liabilities (1,729)  (1,762)
Net deferred tax asset $ 2011 § 2,232

A reconciliation of the for income tax expense with the amount of income taxes computed by applying
the federal statutory rate (34%) to earnings before income taxes follows: -

Computed expected provision for income taxes $ 577§ 256 % 77"
Increase (decrease) in taxes resulting from: ' - ’ -
State income taxes, net of federal tax benefit - 56 32 11
Tax exempt interest _ ‘ (150) 77 (75
Other, net o 112 I VAR 5
~ Income tax expense ' - 595 § 228 "5 18
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NOTE 13- INCOME TAXES (Continued)

During 1996, the subsidiary Banks began computing their tax bad debt reserves under the rules which
apply to commercial banks. In years prior to 1996, the Banks obtained tax bad debt deductions of
approximately $1.8 million in excess of their financial statement allowance for loan losses for which no
provision for federal income tax was made. These amounts are subject to federal income tax in future
years if used for purposes other than to absorb bad debt losses. This excess reserve is subject to
recapture only if a bank ceases to qualify as a bank as defined in the Internal Revenue Code.

NOTE 14 - REGULATORY AGREEMENTS AND CAPITAL REQUIREMENTS

The Company and its subsidiaries, Cumberland Bank, BankTennessee and Bank of Dyer, have agreed
with or committed to bank regulatory officials to take various actions, including to reduce the level of
criticized or non-performing loans, to improve loan underwriting, problem loan resolution and
collection, and strategic and capital planning, to obtain prior regulatory approval before incurring
additional holding company indebtedness, repurchasing shares, or paying dividends from certain
subsidiary banks to the holding company or from the holding company to shareholders, and to
maintain certain capital levels at subsidiary banks in excess of those required for well capitalized status.
The most restrictive of these provisions would require the Company to maintain a Tier I leverage ratio
of at least 7.0% at BankTennessee, Bank of Dyer and Cumberland Bank at December 31, 2003. The
Company and its subsidiaries believe they were in compliance in all material respects with these
agreements at December 31, 2003.

Banks and bank holding companies are subject to regulatory capital requirements administered by
federal banking agencies. Capital adequacy guidelines and, additionally for banks, prompt corrective
action regulations involve quantitative measures of assets, liabilities, and certain off-balance-sheet items
calculated under regulatory accounting practices. Capital amounts and classifications are also subject to
qualitative judgments by regulators. Failure to meet capital requirements can initiate regulatory action.

Prompt corrective action regulations provide five classifications: well capitalized, adequately
capitalized, undercapitalized, significantly undercapitalized, and critically undercapitalized, although
these terms are not used to represent overall financial condition. If adequately capitalized, regulatory
approval is required to accept brokered deposits. If undercapitalized, capital distributions are limited,
as is asset growth and expansion, and capital restoration plans are required.

As of December 31, 2003, the most recent notification from the Federal Reserve Bank categorized the
Company and all Bank subsidiaries as well capitalized under the regulatory framework for prompt
corrective action. To be categorized as well capitalized, the Company and the Banks must maintain
total risk-based, Tier I risk-based and Tier I leverage ratios as set forth in the table. There are no
conditions or events since that notification that management believes have changed the institution’s

category.
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NOTE 14 - REGULATORY AGREEMENTS AND CAPITAL REQUIREMENTS (Continued)

The Company and the Banks’ actual capital amounts and ratios at December 31, 2003 and 2002 are
as follows: ‘

To be well
capitalized under
Required prompt corrective
Minimum action provisions Actual

December 31, 2003
Amount Ratios Amount Ratios Amount Ratios

Tier I to average assets -leverage

Civitas BankGroup, Inc. 33,047 4.00% 41,308 5.00% 64,965 7.86%
Cumberland Bank - 11,978 4.00% 14,973 5.00% 21,591 7.21%
Cumberland Bank South 11,254 4.00% 14,067 5.00% 19,636 6.98%
BankTennessee 7423 4.00% 9,278 5.00% 14,569 7.85%
Bank of Dyer 1,969 4.00% 2,461 5.00% 3,527 7.16%
Bank of Mason 363 4.00% 454 5.00% %4  10.61%
Tier I to risk-weighted assets
Civitas BankGroup, Inc. 21,173 4.00% 31,759 6.00% 64,965  12.27%
Cumberland Bank 8,576 4.00% 12,863 6.00% 21,591  10.07%
Cumberland Bank South 6,052 4.00% 9,078 6.00% 19,636  12.98%
BankTennessee 5,069 4.00% 7,604 6.00% 14,569  11.50%
Bank of Dyer 1,092 4.00% 1,638 6.00% 3,527  1292%
Bank of Mason 171 4.00% 256 6.00% 9%4  22.60%
Total capital to risk-weighted assets
Civitas BankGroup, Inc. 42,346 8.00% 52,932  10.00% 71,604  13.53%
Cumberland Bank 17,151 8.00% 21,439  10.00% 24,189  11.28%
Cumberland Bank South 12,105 8.00% 15,131  10.00% 21,534  14.23%
BankTennessee 10,139 8.00% 12,673  10.00% 16,167  12.76%
Bank of Dyer 2,184 8.00% 2,730 10.00% 3872  14.18%
Bank of Mason 341 8.00% 427  10.00% 1,013 23.75%
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NOTE 14 - REGULATORY AGREEMENTS AND CAPITAL REQUIREMENTS (Continued)

To be well
capitalized under
Required prompt corrective
Minimum . action provisions Actual .

December 31, 2002
Amount Ratios Amount Ratios Amount Ratios

Tier I to average assets -leverage

Civitas BankGroup, Inc. 27,947 .4.00% - 34,933 5.00% 55,544 7.95%
Cumberland Bank 11,024 4.00% 13,780 5.00% 20,255 7.35%
BankTennessee 7439 - 4.00% 9,299 5.00% 13,901 7.47%
Cumberland Bank South 6,691 4.00% 8,363 5.00% 14,417 8.62%
Bank of Dyer 2,024  4.00% 2,530 5.00% 3,777 7.46%
‘Bank of Mason | ; 426 4.00% 532 5.00% 1,088 10.22%
Tier I to risk-weighted assets :
" Civitas BankGroup, Inc. C 27947 4.00% 34,933 6.00% ~ 55544  10.92%
Cumberland Bank 11,024 4.00% 13,780 6.00% 20,255 9.57%
BankTennessee 7,439 4.00% 9,299 6.00% 13,901 10.49%
Cumberland Bank South 6,691 4.00% 8,363 6.00% - 14,417 11.91%
Bank of Dyer 2,024 4.00% 2,530  6.00% 3,777 11.40%
Bank of Mason 426 4.00% 532 6.00% 1,088  20.60%
Total capital to risk-weighted assets

Civitas BankGroup, Inc. 27,947 8.00% 34,933 10.00% 61,935  1218%
Cumberland Bank 11,024 8.00% 13,780  10.00% 22,911  10.82%
BankTennessee 7439 8.00% 9299  10.00% 15,578  11.76%
Cumberland Bank South 6,691 . 8.00% 8,363  10.00% 15930  13.16%
Bank of Dyer 2,024 8.00% 2,530 10.00% 4198  12.67%
Bank of Mason 426 8.00% 532 10.00% 1,154  21.85%
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NOTE 15 - EMPLOYEE BENEFITS

The Company maintains a 401(k) savings plan for all employees who have completed six months of
service and are 21 1/2 or more years of age. Employer contributions to the plan are determined
annually by the board of directors. The Company’s expenses related to the plan were $267 in 2003,
$233 in 2002 and $398 in 2001.

NOTE 16 - OFF-BALANCE-SHEET ACTIVITIES

Some financial instruments, such as loan commitments, credit lines, letters of credit, and overdraft
protection, are issued to meet customer financing needs. These are agreements to provide credit or to
support the credit of others, as long as conditions established in the contract are met, and usually
have expiration dates. Commitments may expire without being used. Off-balance-sheet risk to credit
loss exists up to the face amount of these instruments, although material losses are not anticipated.
The same credit policies are used to make such commitments as are used for loans, including
obtaining collateral at exercise of the commitment.

The contractual amount of financial instruments with off-balance-sheet risk was as follows at year
end:

2003 - 2002
Commitments to make loans $ 72,769 $ 58,789
Unused lines of credit and letters of credit o 26,918 26,156

Commitments to make loans are generally made for periods of 60 days or less.
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NOTE 17 - FAIR VALUES OF FINANCIAL INSTRUMENTS

The estimated carrymg amounts and fair values of the Company’s fmancml instruments are as
follows at December 31, 2003 and 2002:

2003 2002
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets: . o

Cash and due from banks $ 19977 $ 19977 $ 21681 $ 21,681
Federal funds sold 15,081 15,081 20,225 20,225
Interest-bearing deposits in

financial institutions ' 4,046 4,046 9,466 9,466
Securities available for sale 140,844 140,844 79,051 79,051
Securities held to maturity 62,527 62,984 11,488 11,616
Loans, net of allowance 542,151 543,954 517,153 522,382
Accrued interest receivable . 3,896 3,896 3,922 3,922
Restricted equity securities 5,478 5,478 5,040 5,040
Investment in unconsolidated

affiliates 6,977 6,977 6,163 6,163

Financial liabilities:
Deposits $ 671636 $ 673,147 $ 592998 $ 597,690
Notes payable 4,700 4,830 5,500 5,766
Federal funds purchased
and repurchase agreements 33,886 33,886 - -

Advances from FHLB 51,852 55,939 50,852 55,642
Accrued interest payable 2,350 2,350 3,129 3,129
Subordinated debentures 12,000 12,000 12,000 12,000

The methods and assumptions used to estimate fair value are described as follows:

Carrying amount is the estimated fair value for cash and cash equivalents, short-term borrowings,
Federal Home Loan Bank stock, accrued interest receivable and payable, demand deposits, short-
term debt, and variable rate loans or deposits that reprice frequently and fully. Security fair values
are based on market prices or dealer quotes and, if no such information is available, on the rate and
term of the security and information about the issuer. For fixed rate loans or deposits and for
variable rate loans or deposits with infrequent repricing or repricing limits, fair value is based on
discounted cash flows using current market rates applied to the estimated life and credit risk. Fair
values for impaired loans are estimated using discounted cash flow analysis or underlying collateral
values. Fair value of debt is based on current rates for similar financing. The fair value of off-
balance-sheet items is based on the current fees or cost that would be charged to enter into or
terminate such arrangements.
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NOTE 18 - STOCK OPTIONS

Options to buy stock are granted to directors, officers and employees under the Employee Stock
Option Plan, which provides for issue of up to 2,000,000 options. Exercise price is the market price at
date of grant, so there is no compensation expense recognized in the income statement. The
maximum option term is ten years, and options typically vest over five years.

A summary of the activity in the plan is as follows.

2003 2002 2001
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Outstanding at
beginning
of year 768890 $ 3.49 911,740 $ 3.22 925,020 $ 3.39
Granted 30,000 5.63 121,000 412 39,100 412
Exercised (132,100) 276 (231,680) 2.73 (8,/480) 273
Forfeited or expired ___ (20,900) 4.29 (32,170) 297 (43,900) 2.73
Outstanding at :
end of year 645,890 3.94 768890 $ 3.49 911740 $ 322
Options exercisable
at year-end 488,330 615,980 655,296
Weighted-average
fair value of
options granted
during year $ 1,67 $ 1.04 $ 1.03
Options outstanding at year-end 2003 were as follows:
Weighted Weighted
Average Average
‘Remaining Remaining
Exercise Outstanding Contractual Exercisable Contractual
Price Number Life in Years Number Life in Years
$2.73 328,290 0.16 328,290 0.16
4.00 106,000 9.05 26,500 9.05
412 39,100 776 18,640 7.76
5.63 30,000 9.68 15,000 9.68
6.25 142,500 5.61 99,900 5.61
645,890 488,330
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NOTE 19 - EARNINGS PER SHARE

The factors used in the earnings per share computation follow.

2003 2002 2001
Basic
Net income $ 1,101 $ 521 § 209
Weighted average common shares
outstanding 16,097,403 14,018,715 13,813,774
Basic earnings per common share $ 07 $_ 004 $ 0.02
Diluted :
Net income $ 1,101 $_ 521 $ 209
Weighted average common shares
outstanding for basic earnings per
common share 16,097,403 14,018,715 13,813,774
Add: Dilutive effects of assumed
exercise of stock options 167,945 124,281 206,020
Average shares and dilutive potential
common shares 16,265,348 4,142,996 14,019,794
Diluted earnings per common share $ 0.07 $ 004 $ 0.01

NOTE 20 - QUARTERLY FINANCIAL DATA (UNAUDITED)

Net  Provision  Net Earnings (Loss)
Interest  Interest for Loan Income per share
Income Income  Losses (Loss) Basic Diluted
2003
First quarter $ 10314  $6,186 $424 $402 $0.03 $0.03
Second quarter 10,326 6,373 2,058 (345) (0.02) (0.02)
Third quarter 9,942 5,973 583 308 0.02 0.02
Fourth quarter 10,694 6,667 514 736 (004 0.04
2002 :
First quarter $ 11,156  $6,168 $892 $507 $0.04 $0.04
Second quarter 10,810 6,114 3,727 (1,338) (0.10) (0.10)
Third quarter 10,573 5918 4% 1,033 0.07 0.07
Fourth quarter 10,309 6,005 1,687 319 0.03 0.03
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NOTE 21 - PARENT COMPANY ONLY FINANCIAL INFORMATION

CONDENSED BALANCE SHEETS

December 31,
2003 2002
ASSETS: _
Cash ‘ $ 1,896 $ 1,644
Investment in subsidiaries 61,630 55,173
Investment in unconsolidated affiliates 6,716 5,825
Premises and equipment 977 608
Other assets 1,678 3,913

$ 72897 $ 67163
LIABILITIES AND SHAREHOLDERS' EQUITY:

Liabilities:
Notes payable $ 4700 $ 5500
Accrued interest 198 902
Other liabilities 1,258 3,288
Subordinated debentures 12,000 12,000
Total liabilities 18,156 21,690
Total shareholders’ equity 54,741 45473

72,897 . 67,16
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NOTE 21 ~ PARENT COMPANY ONLY FINANCIAL INFORMATION (Continued)

CONDENSED STATEMENTS OF INCOME

Years Ended December 31,

2003 2002 2001
Income:
Dividends from subsidiaries $ - 2,200 -
Other dividends - - -
Other income 4,601 768 33
4,601 2,968 33
Expenses:
Interest 1,010 1,132 1,375
Other 4,734 2,033 1,122
: 5,744 3,165 2,497
Loss before income taxes and equity in
undistributed earnings of subsidiaries (1,143) (197) (2/464)
Income tax benefit 434 902 1,112
Income (loss) before equity in undistributed :
earnings of subsidiaries (709) 705 (1,352)
Equity in undistributed earnings of subsidiaries 1,810 (184) 1,561
Net income $ 1,101 521 209
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NOTE 21 - PARENT COMPANY ONLY FINANCIAL INFORMATION (Continued)

CONDENSED STATEMENTS OF CASH FLOWS

Years Ended December 31,

Cash flows from operating activities:
Net income $
Adjustments to reconcile net income to net
cash from operating activities:
Equity in undistributed earnings of subsidiaries
Income from investments in unconsolidated affiliates
Depreciation and amortization
Net change in accrued interest payable
Other, net

Net cash from operating activities

Cash flows from investing activities:
Investment in commercial bank subsidiaries
Investment in unconsolidated affiliates
Purchase of premises and equipment, net

Net cash from investing activities

Cash flows from financing activities:
Repayment of notes payable
Proceeds from subordinated debentures
Proceeds from issuance of common stock
Repurchase of common stock
Dividends paid on common stock

Net cash from financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year $

2003 2002 2001
1,101 $ 521 % 209
(1,810) 184 (1,561)
(388) 98 505

159 47 34
(704) 98 91
(124) 1,353 (671)

(1,765) 2,301 (1,393)
(5,050) (4,952) (3,749)
(300) (995) (212)
(209) (416) (219)
(5,559) (6,363) (4,180)
(800) (2,159) (1,090)

= - 4/000
9,303 6,002 23
- - (283)
(927) (830) (795)
7576 3,013 1,855
252 (1,049) (3,718)
1,644 2,693 6,411
1806 $ 1644 S 2693
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ITEMO9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

None.
ITEM 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The company maintains disclosure controls and procedures, as defined in Rule 13a-15(e)
promulgated under the Securities and Exchange Act of 1934 9 the “Exchange Act”), that are
designed to ensure that information required to be disclosed by the Company in the reports that it
files or submits under the Exchange Act is recorded, processed, summarized and reported within
the time periods specified by the Securities and Exchange Commission’s rules and forms and that
such information is accumulated and communicated to its management, including its principal
executive officer and its principal financial officer, as appropriate, to allow timely decisions
regarding required disclosure. The Company carried out an evaluation, under the supervision and
with the participation of its management, including it principal executive officer and its principal
financial officer, of the effectiveness of the design and operation of its disclosure controls and
procedures as of the end of the period covered by this report. Based on the evaluation of these
disclosure controls and procedures, the principal executive officer and principal financial officer
concluded that the Company’s disclosure controls and procedures were effective.

ITEM 10. Directors and Executive Officers of the Registrant

The information required by this item with respect to the directors and executive officers,
including the named executive officers, is incorporated herein by reference to the section entitled
“Election of Directors” in the Company’s definitive proxy materials relating to the Annual Meeting
of Shareholders to be held May 20, 2004.

The information required by this section with respect to compliance with Section 16(a) of the
Exchange Act is incorporated herein by reference to the section entitled “Compliance with Section
16(a) of the Exchange Act” in the Company’s definitive proxy materials relating to the Annual
Meeting of Shareholders to be held May 20, 2004.

The Company has adopted a code of conduct for its senior executive and financial
officers (the "Code of Conduct"), a copy of which is available on the "Investor Relations" section
of the Company's website. The Company will make any legally required disclosures regarding
amendments to, or waivers of, provisions of its Code of Conduct at on the "Investor Relations"
section of its website.

The information required by this item with respect to the Company’s audit
committee and any “audit committee financial expert” is incorporated herein by reference to the
section entitled “Meetings and Committees of the Board of Directors” in the Company’s definitive
proxy materials relating to the Annual Meeting of Shareholders to be held May 20, 2004.
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ITEM 11. Executive Compensation

The information required by this item with respect to executive compensation is
incorporated herein by reference to the section entitled “Executive Compensation” in the

Company’s definitive proxy materials relating to the Annual Meeting of Shareholders to be held
May 20, 2004. ‘

ITEM 12. Security Ownership of Certain Beneficial Owners and Management

Information with respect to the security ownership of certain beneficial owners and
management is incorporated herein by reference to the section titled “Stock Ownership” in the

Company’s definitive proxy materials relating to the Annual Meeting of Shareholders to be held
May 20, 2004. ‘

The following table summarizes information concerning the Company’s equity compensation plans
at December 31, 2003:

Number of Shares
Remaining Available for
Number of Shares to be Weighted Average , future Issuance Under
Issued upon Exercise of Exercise price of Equity Compensation
Outstanding Options Outstanding Options Plans (Excluding shares
Plan Category and Warrants and Warrants Reflected in First Column*
Equity compensation plans
approved by shareholders 645,890 $3.94 1,597,702
Equity compensation plans not
approved by shareholders ' 0 0 0
Total 645,890 $3.94 1,597,702

* Includes 243,592 shares available for future issuance under our Employee Stock Purchase Plan as of December 31, 2003,
of which 8,430 shares were issued in January 2004.

ITEM 13. Certain Relationships and Related Transactions

Information with respect to certain relationships and related transactions is incorporated
herein by reference to the section titled “Certain Relationships and Related Transactions” in the
Company’s definitive proxy materials relating to the Annual Meeting of Shareholders to be held
May 20, 2004.

ITEM 14. Principal Accountant Fees and Services
The information required by this item is incorporated by reference to the section titled

“Independent Public Accountant Information” in the Company’s definitive proxy materials relating
to the Annual Meeting of Shareholders to be held May 20, 2004.




ITEM 15. Exhibits and Reports on Form 8-K

(a)(1) Financial Statements. See Item 8.
(a)(2) Financial Statements Schedules. Inapplicable.
(a)(3) Exhibits. See Index to Exhibits.

Registrant is a party to certain notes which are more fully described in the notes to
Registrant’s financial statements pursuant to which Registrant has borrowed money from other
financial institutions in principal amounts which combined do not exceed ten percent (10%) of
Registrants total consolidated assets. Copies of these notes will be filed with the Commission upon
request. Registrant is also a party to certain agreements entered into in connection with the
Company’s offering of $12,000,000 in subordinated debentures in connection with the offering of
Subordinated Debentures to institutional investors by Cumberland Capital Trust I and Cumberland
Capital Trust II. Copies of the various transaction documents associated with the trust preferred
offerings will be filed with the Commission upon request.

Reports on Form 8-K :

On October 23, 2003, the Company furnished a Current Report on Form 8-K pursuant to
Item 9 and Item 12 announcing the Company’s results of operations for the quarter ended
September 30, 2003. Notwithstanding the foregoing, information furnished under Item 9 or Item 12
of Form 8-K, including the related exhibits, shall not be deemed filed for purposes of Section 18 of
the Securities Exchange Act of 1934.
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SIGNATURES

In accordance with Section 13 or 15(d) of the Exchange Act, the registrant caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized.

CIVITAS BANKGROUP, INC.
By: /s/ Richard Herrington

Richard Herrington
President

Date: March 30, 2004

In accordance with the Exchange Act, this report has been signed below by the foliowing
persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature

Title

Date

/s/ Richard Herrington

Richard Herrington

President (Principal
Executive Officer) and
Director

March 30, 2004

/s/ Andy LoCascio Chief Financial Officer March 30, 2004
Andy LoCascio (Principal Financial and
Accounting Officer)

/s/ John Wilder Chairman March 30, 2004
John Wilder

/s/ Danny Herron Director March 30, 2004
Danny Herron

/s/ Tom E. Paschal Director March 30, 2004
Tom E. Paschal

/s/ Tom Price Director March 30, 2004
Tom Price

/s/ Ronald Gibson Director March 30, 2004
Ronald Gibson
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William Wallace

Director

Signature Title Date

/s/ Frank Inman, Jr. Director March 30, 2004
Frank Inman, Jr. o

/s/ Alex Richmond Director March 30, 2004
Alex Richmond ' :

- /s/ John S. Shepherd - Director March 30, 2004

John S. Shepherd

/s/ James Rout Director March 30, 2004
James Rout

/s/ Joel Porter Director March 30, 2004
Joel Porter

/s/ Paul Pratt, Sr. Director March 30, 2004
Paul Pratt, Sr.

/s/ R. Todd Vanderpool Director March 30, 2004
R. Todd Vanderpool

/s/ William Wallace March 30, 2004
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Exhibit 31.1
CERTIFICATIONS

I, Richard Herrington, certify that:

I have reviewed this Annual Report on Form 10-K of Civitas BankGroup, Inc.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to

state a material fact necessary to make the statements made, in light of the circumstances under which

such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements and other financial information included in this

report, fairly present in all material respects the financial condition, results of operations and cash flows

of the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant

and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared; -

b) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

c) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of

internal control over financial reporting, to the registrant's auditors and the audit committee of the

registrant's board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

Date: March 30, 2004
By: /s/ Richard Herrington

Name: Richard Herrington
Chief Executive Officer
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| Exhibit 31.2
I, Andy LoCascio, certify that:

- Thave reviewed this Annual Report on Form 10-K of Civitas BankGroup, Inc.

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to

state a material fact necessary to make the statements made, in light of the circumstances under which

such statements were made, not misleading with respect to the period covered by this report;

- Based on my knowledge, the financial statements and other financial information included in this

report, fairly present in all material respects the financial condition, results of operations and cash flows

of the registrant as of, and for, the periods presented in this report;

- The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant

and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

¢) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

- The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of

internal control over financial reporting, to the registrant's auditors and the audit committee of the

registrant's board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

| Date: March 30, 2004

By: /s/ Andy LoCascio
Name: Andy LoCascio
Chief Financial Officer
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INDEX TO EXHIBITS
Restated Charter of the Company (Restated for SEC electronic filing purposes only).*

Amended and Restated Bylaws of the Company (Restated for SEC electronic filing purposes
only).*

Civitas BankGroup, Incorporated 1998 Stock Option Plan (incorporated herein by reference
to the Company’s Registration Statements on Form S-8 (Registration No 333-105425) filed
with the SEC on May 20, 2003). '

Civitas BankGroup, Inc. Employee Stock Purchase Plan (incorporated herein by reference to
the Company’s Registration Statement on Form S-8 (Registration No. 333-105424) filed with
the SEC on May 20, 2003).

Subsidiaries of the Company.

Consent of Crowe Chizek and Company LLC.

Consent of Heathcott and Mullaly, P.C.

Certification of the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

Certification of the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002.

Certification of the Chief Executive Officer and Chief Financial Officer Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

*Incorporated by reference to the Company’s Form 10-K for the year ended December 31, 2002 as filed
with the SEC on March 31, 2003.
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Exhibit 21.1

Civitas BankGroup, Inc.
List of Subsidiaries

Wholly-Owned Bank Subsidiaries
Bank of Dyer - Dyer, Tennessee
BankTennessee - Collierville, Tennessee
Cumberland Bank - Carthage, Tennessee
Cumberland Bank South - Nashville, Tennessee
The Bank of Mason ~ Mason, Tennessee

Each of these wholly-owned subsidiaries is incorporated under the laws under the state of
Tennessee.

The company also owns 50% of The Murray Banc Holding Company LLC, which owns
100% of The Murray Bank, a bank organized under the laws under the state of Kentucky
and 50% of Insurors Bank of Tennessee, a bank organized under the laws under the state of
Tennessee.

Non-Bank Subsidiaries

The company owns 100% of the common securities of the Cumberland Capital Trust I and
Cumberland Capital Statutory Trust I, Connecticut Business Trusts.
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Exhibit 23.1

INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference in Registration Statement Number 333-93933,
333-111037, 333-105425, and 333-105424 of Civitas BankGroup, Inc. on Form S-8 and Registration
Statement Number 333-107352 of Civitas BankGroup, Inc. on Form 5-3 of our report dated March 5,
2004, incorporated by reference in this Annual Report on Form 10-K of Civitas BankGroup, Inc. for
the year ended December 31, 2003.

Crowe Chizek and Company LLC
Brentwood, Tennessee
March 30, 2004
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Exhibit 23.2

INDEPENDENT AUDITORS CONSENT

We consent to the incorporation by reference in Registration Statement Numbers 333-93933,
333-111037, 333-105425, and 333-105424 of Civitas BankGroup, Inc. on Form S-8 and Registration
Statement Number 333-107352 of Civitas BankGroup, Inc. on Form S-3 of our report dated March 1,
2002, incorporated by reference in this Annual Report on Form 10-K of Civitas BankGroup, Inc. for
the year ended December 31, 2003.

Heathcott & Mullaly, P.C.
Brentwood, Tennessee
March 30, 2004
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Civitas BankGroup, Inc. (the “Company”) on Form 10-K
for the period ended December 31, 2003, as filed with the Securities and Exchange Commission on
the date hereof (the “Report”), each of the undersigned certifies, pursuant to 18 U.S.C. § 1350, as
adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:

D The Report fully complies with the requirements of section 13(a) or 15(d) of
the Securities Exchange Act of 1934; and '

(2) The information contained in the Report fairly presents, in all material
respects, the financial condition and results of operations of the Company.

By: /s/ Richard Herrington
Richard Herrington

Chief Executive Officer
March 30, 2004

By: /s/ Andy LoCascio
Andy LoCascio

Chief Financial Officer
March 30, 2004
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Designed by Curran and Connors, Inc. / www.curran-connors.com

Corporate Information

Board of Directors

John S. Wilder, Sr.

Chairman, CIVITAS BankGroup, Inc.
Lieutenant Governor,

State of Tennessee

Joel H. Porter

Chairman, Board Executive Committee,
CIVITAS BankGroup, Inc.

Partner, Burch, Porter and Johnson, PLLC

Richard E. Herrington
President and Chief Executive Officer,
CIVITAS BankGroup, Inc.

Ronald D. Gibson
President, The Murray Bank

Danny J. Herron

Executive Vice President, Director of
Public Relations and Marketing,
CIVITAS BankGroup, Inc.

frank Inman, Jr.
Chairman of the Board,
Inman Construction

Thomas E. Paschal

Executive Vice President,

Director of Franchise Development,
CIVITAS BankGroup, Inc.

Paul M. Pratt, Sr.
President, Full Service Insurance

Thomas M. Price
Price CPAs, PLLC

E. Alexander Richmond
Partner, Richmond and Franklin,
A Real Estate Investment Company

James L. Rout
Businessman and Former Mayor of
Shelby County, Tennessee

John S. Shepherd
Self-Employed Investor and
Collierville Merchant

R. Todd Vanderpool
Executive Vice President,
Senior Credit Dfficer,
CIVITAS BankGroup, Inc.

William E. Wallace
President, InsCorp, Inc.

H. Thomas Brooks
Director Emeritus

Corporate Officers

Richard E. Herrington
President,
Chief Executive Officer

Danny J. Herron

Executive Vice President,
Director of Public Relations and
Marketing

Lisa L. Musgrove
Executive Vice President,
Chief Operating Officer

Thomas E. Paschal
Executive Vice President,
Director of Franchise Development

R. Todd Vanderpool
Executive Vice President,
Chief Credit Officer

Ashley P. Hill, IIT
Senior Vice President,
Director of Corporate Risk Management

Andrew J. LoCascio
Senior Vice President,
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CIVITAS BankGroup

Welcome Home!

Corporate Headquarters

CIVITAS BankGroup, Inc.

Four Corporate Centre

810 Crescent Centre Drive, Suite 320
Franklin, TN 37067

615.263.9500 or

toll-free 866.495.8461

Stock Listing
CIVITAS BankGroup, Inc. common stock
is traded under the symbol CVBG.

Internet Access

Information about CIVITAS BankGroup,
Inc. including an archive of news
releases, links to the individual banks
and its subsidiaries, and access to
SEC filings and annual reports are
available on the corporation’s website
at www.civitasbankgroup.com.

Notice of Annual Shareholder Meeting
The annual shareholder meeting will
be held at Embassy Suites Hotel
Nashville—South /Cool Springs,

820 Crescent Centre Drive,

Franklin, TN 37067 on Thursday,

May 20, 2004 at 4:30 pm.

Shareholder Services

Shareholders desiring to change the
name; the address of ownership or
address of stock; report lost, stolen
or destroyed stock certificates; or to
consolidate accounts may contact
the transfer agent:

Illinois Stock Transfer Company
209 West Jackson Blvd., Suite 803
Chicago, IL 60606-6905
312.427.2953

Investor/Analyst Inquiries
Investors, analysts and others seeking
financial information on CIVITAS
BankGroup may contact:

Andrew J. LoCascio

Chief Financial Officer

CIVITAS BankGroup, Inc.

Four Corporate Centre

810 Crescent Centre Drive, Suite 320
Franklin, TN 37067

615.263,9500 or

toll-free 866.495.8461

Media Inquiries
Media representatives seeking general
information may contact:

Mike Alday
Alday Communications
615.791.1535

Financial Publications

Copies of the Form 10-K filed with the
Securities and Exchange Commission
are included with this Annual Report.
Additional copies of the corporation’s
Annual Report, Form 10-K, and other
corporate publications are available on
our website www.civitasbankgroup.com
or upon request in writing or by
calling our Investor Relations
Department at the corporate
headquarters 615.263.9500 or
866.496.8461.

Legat Counsel
Bass, Berry & Sims, PLC

Independent Auditors
Crowe, Chizek and Company, LLP




Locations

Bank of Dyer

Bank of Dyer

126 South Main Street
Dyer, TN 38330
731.692.3724

Bank of Mason

Bank of Mason
327 Highway 70
Mason, TN 38049
901.294.2775

BankTennessee

Collierville-

Schilling Farms

1125 West Poplar Avenue
Collierville, TN 38017
901.854.0854

Humboldt Bank

316 North 22nd Avenue
Humboldt, TN 38343
731.784.4178

Collierville-

Historic Square

100 West Mulberry Street
Collierville, TN 38017
901.854.7854

Cumberland Bank South

Green Hills

4205 Hillsboro Road
Suite 101

Nashville, TN 37215
615.383.3809

Cumberland Bank

Carthage

1001 North Main Street
Carthage, TN 37030
615.735.0256

Cross Plains

7836 Highway 25 East
Cross Plains, TN 37049
615.654.2265

Partner Banks

Insurors Bank of
Tennessee

2500 Hillsboro Road
Suite 102

Nashville, TN 37212

Brentwood

5120 Maryland Way
Brentwood, TN 37027
615.661.5118

Gallatin

250 West Broadway
Gallatin, TN 37066
615.452.6487

Gordonsville

411 Gordonsville
Highway

Gordonsville, TN 38563
615.683.2265

Toll Free
1.866.866.4268

www.insurorsbank.com

Humboldt Bank
2535 North Central
Humboldt, TN 38343
731.784.0938

Memphis-Downtown
150 Court Avenue
Memphis, TN 38103
901.525.5533

Franklin

231 South Royal
Oaks Blvd.
Franklin, TN 37064
615.794.4944

Lafayette

440 Highway 52 Bypass
Lafayette, TN 37083
615.688.6000

McMinnviltle-Downtown
101 West Main Street
McMinnville, TN 37110
931.473.5561

The Murray Bank

405 South 12th Street
Murray, KY 42071
270.753.5626

Three Way Bank

388 Highway 45 West
Humboldt, TN 38343
731.824.1411

Memphis-East
5540 Poplar Avenue
Memphis, TN 38119
901.767.8170

Franklin Square
Opening Soon!

www.bankofdyer.com

Ripley

312 Cleveland Street
Ripley, TN 38063
731.635.1234

www.banktennessee.com

Spring Hill
Opening Soon!
931.212.7976

www.cumberlandbanksouth.com

McMinnville-Plaza
1100 New Smithville
Highway

Suite 700
McMinnville, TN 37110
931.507.2265

Portland

420 Highway 52, West
Portland, TN 37148
615.325.5008

The Murray Bank

700 North 12th Street
Murray, KY 42071
270.753.5626

Springfield

803 Memorial Blvd.
Springfield, TN 37172
615.384.2205

White House

2916 Highway 31W
South

White House, TN 37188
615.672.2265

www.cumbertandbank.com

615.515.2265 www.themurraybank.com

CIVITAS BankGroup
Welcome Home!

810 Crescent Centre Drive -
Suite 320

Franklin, TN 37067

615.263.9500 or toll free 866.495.8461
www.civitasbankgroup.com




